The Spring Meeting At Augusta 


From All Points of View the 1924 Session of the Council Was 
Regarded as One of the Most Satisfactory Ever Held in the His- 


tory of the Association. 


Branch Banking and the McNary- 


Haugen Bill High Points in Conferences Full of Interest. 


F the multitude engaged in the 

banking business, it is very doubt- 

ful if many realize the extent and 

scope of the operations carried on 
by the American Bankers Association for 
the improvement of business as a whole, for 
the guidance of banking, and for the pro- 
tection of all banking, not alone from the 
criminal element but from bank practices 
not in accord with safe principles. 

Twice a year when the many activities of 
the association converge and are reported 
upon their wide range and deep importance 
become apparent. Twice a year when there 
is a gathering of heads of divisions, com- 
missions, committees, departments and sec- 
tions one may visualize the far-reaching im- 
portance of the work for organized bank- 
ing—one great association but functioning in 
many parts, each part in its work reaching 
out over all of the nation—an organization 
doing things for all banks which the indi- 
vidual banks could not efficiently do for 
themselves. 

“Your staff,” said Executive Manager F. 
N. Shepherd reporting to the council, “is be- 
coming better coordinated and more efficient. 
It is imbued with a fine spirit of teamwork 
and, in my opinion, it is a credit to the or- 
ganization. It is so because of the loyal 
support and attention given by your officers, 
of whom I wonder if the rank and file of 
the membership have due appreciation and 
respect. I mean appreciation of the self- 
denial, the fine, high type of effort which 
these men are giving without any thought of 
recompense whatever. The biggest corpora- 
tions in the country would be willing, if I 
may use a slang term, to allow them to 
‘write their own ticket’ for the services 
which they render this association, the 22,000 
banks in this country, gratis. That is the 
reason you have a staff of increasing effi- 


ciency which, in my opinion, will stand com- 
parison with the staffs of efficient commercial 
organizations operating for profit. 


Becoming a Greater Factor 


66 UR Association is becoming a greater 

factor as a wholesome influence in 
American life. What it has accomplished 
toward the development of a higher order 
of economic intelligence is absolutely incal- 
culable—not only an economic intelligence 
among the employees of its member banks 
(33,000 of whom are pursuing courses in the 
educational arm of your Association) but 
among the public, reached through your com- 
mittee on public education and your other 
avenues of publicity. The reception with 
which the Association’s utterances are re- 
ceived by the public and press indicate the 
respect and the prestige which it is now 
commanding. 

“Because of that respect it behooves the 
American banker to see that his utterances 
are without selfishness and based upon truths 
and principles that contemplate the well- 
being of all the people.” 

One of the two occasions referred to in 
the foregoing is the Spring Meeting of the 
Executive Council; the other is the Annual 
Convention. The Spring Meeting, held this 
year at Augusta, Georgia, an ideal environ- 
ment, was notable for the high degree of in- 
terest manifested by the bankers in all of 
the main meetings, the sessions of the council 
proper, and in those of the commissions and 
committees. 

On matters of general policy greatest in- 
terest in the council was divided between 
the subject of branch banking and the radi- 
cal departure in business and in government 
that is entailed in the principles of the Mc- 
Nary-Haugen bill. A whole session was 
devoted to the discussion on branch banking 
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with the result, as fully reported elsewhere 
in this issue of the JouRNAL, that the council 
determined that the action of the New York 
Convention on branch banking is still the 
effective policy of the Association and could 
not at this time be changed. 


Fear Price Fixing 


Sigg feeling on the McNary-Haugen bill, 
which in effect would fix the prices of 
various farm products and would sell surplus 
products abroad, was that it was a measure 
that would fail of its objective and would 
lead to many uneconomic complications not 
now foreseen by its proponents and so, as re- 
lated elsewhere, the council recorded its op- 
position. 

There was keen interest displayed in the 
information conveyed to the bankers in ad- 
dresses, especially in the remarks of George 
E. Roberts, vice-president of the National 
City Bank of New York; former Governor 
Samuel R. McKelvie of Nebraska; G. W. 
Dyer, Professor of Economics in Vander- 
bilt University, of Nashville, and Will Way- 
man, president of the Emporia State Bank, 
Emporia, Kan. 

On matters of organization policy favor- 
able interest was taken in a proposal, briefly 
discussed in the last moments of the meet- 
ing, to realign the Association’s work. 

A special committee had been appointed 
to make an investigation in view of the be- 
lief that “the time had come when its mem- 
bership could well afford to give considera- 
tion to the reclassification of the various di- 
visions of the organization along the lines 
of services rendered rather than by titles or 
by the sources from which their charters 
might be obtained.” While the plan has not 
crystallized several spoke in favor of it, as 
a step forward in economy and efficiency, 
and no objection was voiced to it. The 
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The scene of the 


committee of which Oscar Wells, president 
of the First National Bank, Birmingham, 
Ala., is chairman, will continue its studies. 


The Four Council Sessions 


HE first session of the council on Tues- 

day morning, April 29, was devoted to 
the reception of reports by officers, commit- 
tees, commissions and divisions covering 
various phases of the Association’s work. 
The council evidenced especial interest in the 
reference to the finely sustained membership 
reported by the executive manager and dis- 
played especial interest in the outline of the 
work of his office which was presented by 
General Counsel Paton. 

The second session held the same evening 
was given over principally to the subject of 
branch banking. 

Oliver C. Fuller, chairman of the Com- 
mittee on Federal Legislation also reported 
that his committee had been active “in oppo- 
sition to the proposed Soldiers’ Bonus and 
in favor of the Mellon Tax Reduction rates,” 
in pursuance of the resolutions adopted by 
our administrative committee and the gen- 
eral convention. 

“Our committee has participated in hear- 
ings at Washington in opposition to a bill 
introduced in the House to amend the Postal 
Savings law similar to the Steenerson bill 
in the last Congress which, if passed, would 
increase the rate of interest paid on postal 
savings deposits from 2 to 3 per cent and 
place the postal savings banks squarely in 
competition with the banking business of the 
country,” he continued. “This bill has not 
as yet been reported out of committee and 
it is not at all certain that it will be. 

“We have also participated in hearings at 
Washington in favor of the Federal Arbitra- 
tion Act, our Association being on record as 
thoroughly in accord with the efforts made 
to enact Federal legislation legalizing the 
settlement of commercial disputes. 

“There has also been considerable activity 
under the auspices of our committee in con- 
nection with the insertion by the House in 
the pending revenue bill of a graduated tax 
on gifts in excess of $50,000 from 1 to a 
maximum of 40 per cent with a correspond- 
ing increase in the estates tax. These pro- 
visions have been eliminated from the bill 
by the Senate Finance Committee. 

“The only financial legislation which has 
as yet been passed in the 68th Congress is 
the bill which extended the powers of the 
War Finance Corporation for nine months 
to November 30, 1924. 
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1924 Spring Mecting—the Bon Air-Vanderbilt Hotel at Augusta 


“At a meeting of the Committee on 
Federal Legislation in conjunction with State 
Chairmen of the Federal Legislative Council 
held at Augusta, Ga., April 28, 1924, it was 
resolved that the provisions of the McFad- 
den bill H.R.8889, with the exception of 
the Branch Bank provisions, be recom- 
mended to the Executive Council for adop- 
tion. It was decided that no recommenda- 
tion would be made as to the Branch Bank 
provisions for the reason that the Associa- 
tion is already on record on this proposition 
and a special committee will make a report 
and recommendation upon this particular 
feature. 


The McFadden Bill 


PON the recommendation of the com- 

mittee, the provisions of the McFadden 
bill relative to national banks were approved 
with the exception of those provisions re- 
lating to branch banks. 

John G. Lonsdale, president of the Na- 
tional Bank of Commerce, St. Louis, re- 
ported as chairman of the Committee on Ex- 
press Companies and Money Orders on the 
use of the American Bankers Association 
Travelers Cheques. The sales for the year 
ending March 31, 1924 show an increase of 
$32,113,490. 

The Wednesday morning session of the 
Council opened with the report of Francis 
H. Sisson, vice-president of the Guaranty 
Trust Company of New York as chairman 
of the Public Relations Commission in 
which he outlined the comprehensive plan of 
the commission for disseminating economic 
information through the press of the coun- 
try, indicted the positive results that are 
constantly obtained, and reported upon the 
growth in popularity of the JourNAL. 

Following thé report of the Protective 
Committee, given elsewhere, T. J. Hartman, 
president of the Producers National Bank, 
Tulsa, Okla., as chairman of the Member- 
ship Committee, detailed the splendid work 
of that committee. On April 25, the total 
membership was 21,877. 

After hearing the report of the Commerce 
and Marine Commission, the council adopted 
the declaration of the commission expressing 
regret over the method used by Congress in 
abrogating the “Gentleman’s Agreement” 
covering Japanese immigration. 


The Value of Radio 


| ba connection with the report of the com- 
mission on education, read by Richard W. 
Hill, John H. Puelicher president, Marshall 


& Illsley Bank, of Milwaukee, and chairman 
of this commission, gave an interesting leaf 
from his experience showing the extreme 
value of the radio in extending the work of 
the commission. 

Stephen I. Miller, Jr., Director of Educa- 
tion of the American Institute of Banking, 
was presented to the council and spoke 
briefly on the economic situation in the course 
of which he said: “the complexity of our 
industrial problems is outrunning the power 
of the democracy to understand it.” 


Stamp Tax on Checks 


RESOLUTION was adopted at the final 

session protesting against the insertion in 
the Revenue bill then pending before the 
Senate of a provision for a stamp tax on 
cheques and drafts. The resolution declared 
that the proposed stamp tax would restrict 
the general banking business to the injury 
of the people. 

C. Howard Marfield, vice-president, Sea- 
board National Bank, of New York, re- 
ported at length on conferences with repre- 
sentatives of the National Association of 
Credit Men relative to a plan to bring the 
business men of the country actively behind 
the par payment system. 

F. G. Sewell, representing the Miami 
Chamber of Commerce presented an invita- 
tion to the Council to hold the next spring 
meeting in Miami in which he was supported 
by R. A. Reineman, representing the Clear- 
ing House of Miami. 

H. H. Saxon of the Augusta Clearing 
House Association extended to the council 
an invitation to return next year and Joseph 
S. Calhoun, with great good humor, ex- 
pressed the appreciation of the Georgia 
bankers for this visit of the council to their 
state and hoped for its return next year. 

The family dinner held on Thursday eve- 
ning was a splendid success, with William E. 
Knox, president of the Bowery Savings 
Bank of New York presiding as toastmaster 
in fine fettle. The speakers were former 
Governor McKelvie of Nebraska and Dr. 
Dyer, of Vanderbilt University. 

Largely our ailments are the outgrowth of 
a failure to observe the immutable laws of 
cause and effect,” Mr. McKelvie said, in part. 
“We are reaping what we have sowed. The 
individual has been encouraged to feel de- 
pendent upon the state, and the incentive to 
private initiative has been seriously impaired. 
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On the lawn at the close of a session of the Spring Meeting 


“We have drifted far from the original 
theory of representative government. As 
a result of this political parties have been 
disorganized by classes, groups and blocs, 
intent upon selfish advantage. Well organ- 
ized minorities have become more potent 
than the unorganized majority. The voter 
is lost in a maze of candidates and questions 
upon which he is called to pass judgment. 
Statesmanship has given way to dema- 
goguery and political sophistry. Blind preju- 
dice has displaced reason in the consideration 
of many important questions. The statutes 
are encumbered with innumerable laws, many 
of which are neither understandable nor en- 
forceable. Agencies and activities of gov- 
ernment have increased manifold, and taxes 
have grown out of all proportion to the 
ability of the people to pay. 

“From all of this the unorganized farmer 
has suffered the most. He has been caught 
between the upper and nether millstones 
of organized business and organized labor. 


Laws have been proposed and enacted in 
his interest, but for the most part they 
have proved unavailing. I do not know of 
a single bit of farmer legislation now pend- 
ing that is worth the paper it is written 
on. The most of it will do far more harm 
than good. Better than to follow such a 
course would be to remove all artificial 
props and permit the natural laws of econ- 
omy to function untrammeled. A law that 
is not good for all is not good for any. 
By this I mean that when laws are passed 
to favor special interests, the welfare of 
all classes and groups suffers ultimately. 
This nation must be a union of interests, 
or it cannot be a union of states. Abun- 
dant blood was shed in support of this be- 
lief. 

“The spectacle at the national capital is 
a sorry one. Second only to the violation 
of their sacred oath by a few apparently 
corrupt officials, is the unwarranted and un- 
just procedure of certain investigational 
committees. The United States Senate re- 


sembles a police court without the dignity 
or regard for justice of such a tribunal. 
Criminally minded malcontents and scandal- 
mongers have been invited to infest the pub- 
lic mind with hearsay stories and incom- 
petent testimony, the effect of which has 
been to damage the good name of the guilt- 
less, both living and dead, and undermine 
the confidence of the people in their Gov- 
ernment. The orderly procedure of justice 
has given way to the demand of irresponsible 
gutter- waders for self - aggrandizement. 
Meanwhile the constitutional functions. of 
the highest legislative body in the land are 
permitted to languish, and needed legisla- 
tion is treated with slight regard. 

“More than 2000 years ago the Great Inter- 
preter of human relations said that ‘What- 
soever a man soweth, that shall he also 
reap.’ This is the highest law of the land. 
It is the principle upon which all human 
progress is founded. Let us beware of 
sowing the wind, lest we reap the whirl- 
wind.” 


Has a Position of Service Vantage 


HOMAS R. PRESTON, President 
of the National Bank Division, in 

[ addressing the Council at the Spring 
Meeting, said: 

“By reason of the nature of the organiza- 
tion of its member banks the National Bank 
Division occupies a position of vantage as 
regards the assistance it can render. Uni- 
formity of organization and uniformity of 
regulation, each proceeding from a single 
source, permit a concentration of effort. 
The effect of this is most pronounced in in- 
stances where changes in the organic laws 
governing national banks are sought. Like- 
wise, for defensive purposes the advantages 
are appreciable. 

“Experience has shown that no work the 
Division can do for its members is more 
acceptable than that which keeps them in- 
formed upon legislation and which invites 
and accepts their cooperation. Therefore, 
the accomplishment of that end continues to 
be one of the prime objects of the Division. 

“Since the last annual convention a great 
deal of attention has been given to this sub- 
ject. Fortunately no banking measure in- 
imical to the interests of national banks has 
been enacted into law. Some misfortune has 
stalked the Division, though, in that de- 
sirable measures also still await enactment. 
The last convention spoke upon a number of 
National Bank Act amendments. They, with 
others, endorsed previously, but not enacted, 


constitute the policy of the Division which 
it is following. 

“A number of such proposals are pending. 
Most all of them are embodied in what is 
known as the McFadden Bill to amend the 
National Bank Act. It has the approval of 
the Division, but because of the subordina- 
tion of the Division to the parent Associa- 
tion, which has voiced opposition to branch 
banking, the Division has refrained from 
urging enactment of the entire McFadden 
Bill with its obviously equitable branch bank 
provisions. Other sections of it though have 
been pressed, and there is encouragement for 
the belief that something tangible and favor- 
able can be accomplished. Adverse legisla- 
tive possibilities, too, have been anticipated 
and the result so far this year is satisfactory. 

“Next in importance to legislative activi- 
ties is the attention given to trust depart- 
ments. The increase in the number of banks 
maintaining such departments has broadened 
the opportunities of the Division. Through 
its Committee on Trust Departments it has 
fostered both the spirit and the work of the 
corporate fiduciary. Through studies of 
practices and dissemination of the facts the 
work is accomplished. Banks installing 
trust departments have found it convenient 
to accept the assistance offered. Likewise, 
those older in the work incline toward co- 
operation, all of which has created an en- 
thusiasm for the work. 


“The Division has been recognized by the 
Federal Government in the selection of 
prominent men to consider problems of na- 
tional importance. Likewise, it has been 
called upon to suggest names of other gen- 
tlemen who might be desirable and available 
for such public services. 

“Its officers have been invited into con- 
ference from time to time to pass judgment 
upon policies about to be inaugurated for 
the government of member banks. 

“Because of its facilities for gathering and 
presenting the views of its members the Di- 
vision has found frequent opportunities to 
give assistance when regulatory matters 
have been considered. 

“One of its continuing duties is to advise 
with the Comptroller of the Currency, the 
supervisory authority over all member 
banks, and with the Federal Reserve System 
with which all members are enrolled. The 
policies promulgated by these Government 
agencies, if wisely formulated, lend strength 
to our banking system. On the other hand 
if improperly conceived they are obstructions 
and tend to a lower standard of banking 
practices. To the end that the National 
Banking System and the practices thereunder 
may be free from unsound regulations and 
restrictions, and yet safeguarded in the in- 
terest of the banking public, the collective 
judgment of the members of the Division is 
tendered from time to time.” 
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The Branch Banking Forum 


Majority and Minority Report Filed by McPherrin Committee. 
Move to Approve McFadden Bill Branch Banking Provisions 
Halted When General Counsel Points Out That the Action 
Taken by General Convention Could Not Be Modified. 


ANY bankers went to the Spring 

Meeting of the Executive Coun- 

cil of the American Bankers 

Association with their interest 
centering on the subject of branch banking— 
an interest which was accentuated by the 
pendency in Congress of the McFadden Bill, 
curbing branch banking, and by the recent 
rulings emanating from Washington. And 
in order that there might be the fullest ex- 
pression of opinion both on the part of 
those who favor branch banking and those 
who are opposed to it, one session was set 
aside for the discussion of this subject and 
the meeting was made an open forum. 

There was however no full expression of 
opinion along general lines for the reason 
that in October, 1922, the general convention 
of the Association adopted a resolution de- 
claring its opposition to branch banking and 
it developed upon examination therefore that 
the Executive Council—a body of lesser 
power than the convention itself—was with- 
out authority to determine or modify any 
policy with reference to branch banking 
which would be in contravention to the ac- 
tion of the convention referred to. 

The question was opened up at the meeting 
when Grant McPherrin, president of the 
Central State Bank, Des Moines, Iowa, as 
chairman of the Committee on Branch 
Banking, reported the deliberation of this 
group. 


Association on Record 


REFACING the report, Mr. McPherrin 

stated that, in working with the commit- 
tee, he had kept in mind two points—first that 
the American Bankers Association had gone 
on record as opposing branch banks and sec- 
ond, that he had been named chairman of a 
committee opposing this system. “If we are 
going to settle the branch bank question, I 
am sure that we should put selfish motives 
aside,” he continued, urging a “broad view” 
of the whole matter. 

“The position of our Association on the 
branch bank question is well defined,” Mr. 
McPherrin said. “Upon at least two occa- 
sions—one quite recent—the membership by 
an overwhelming vote has voiced emphatic 
and complete opposition to branch banking 
in any form or under any guise. Because of 
these two declarations, separated by a period 
of six years, which is proof that our mem- 
bers do not vacillate on this important ques- 
tion, the duty of the Committee, which I 
have the honor to represent as Chairman, 
was clear cut. In a manner the members of 
the Association have said to our Committee, 
‘Make our opposition to branch banking ef- 
fective; halt at the earliest possible moment 
the further spread of branches and leave no 


stone unturned in your efforts to preserve 
our independent banking system.’ 


General Convention’s Act 


ad | AM sure you will agree with me that 
since the general convention, the su- 
preme body of our Association, has voiced 
on the two occasions referred to, uncom- 
promising opposition to branch banking, it is 
no longer the privilege of any group, section 
or division, to debate this matter or take any 
position varying in the slightest from that 
of the Association as a whole. I say this, 
for I realize that had the rank and file of 
the Association, in convention assembled, 
failed to make known their opinions, this 
body, having among its members many who 
are today operating branches, might on a 
vote show a divided front. However, in 
view of the declaration already made, the 
duty of our committee and, without being 
presumptuous, the duty of this body as well, 
is to campaign as effectively as possible 
against the branch bank evil. 

“After becoming organized, we next con- 
cerned ourselves with the matter of securing 
Federal legislation which would prove more 
effective in halting the spread of branch 
banks than the mere passage of resolutions. 

“Realizing the fact that branch banking is 
today jeopardizing our National Banking 
System, everyone is as familiar with the 
alarming decrease in the number of National 
Banks, due to the branch bank competition 
of certain state institutions, as Iam. Comp- 
troller Dawes has said that unless immediate 
steps are taken, we will soon be without a 
National Banking System. 

“As I believe you will readily agree, we 
were faced with a considerable task, for it 
was our hope to secure legislation by Con- 
gress which would regulate all three classes 
of our banks—National, state and private. 
We debated several plans and the Commit- 
tee came to Augusta prepared to recommend 
to you a bill, a copy of which had been sent 
each member of the Executive Council, to- 
gether with an explanatory letter. The Com- 
mittee was firmly convinced that the bill 
proposed would most effectively stop the 
highly objectionable branch banking practice 
for all time to come. However, in confer- 
ence with a sub-committee representing the 
Administrative Committee, it was decided to 
abandon our original bill and give considera- 
tion to the McFadden measure now before 
Congress, in preference to introducing new 
legislation. It was the unanimous opinion of 
those in conference that since our Committee 
is concerned only with the branch bank 
question, we should take action only on that 
part of the McFadden measure pertaining to 
branch banking. 
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“In view of this situation and in order to 
carry out the spirit of the New York reso- 
lution condemning branch banking in any 
form it was decided that our action should 
consist of voicing disapproval of Section 8, 
which permits city-wide branch banking, and 
approval of Section 9 which prohibits state- 
wide branch banking. Your Committee 
hopes to make further helpful recommenda- 
tions at the annual meeting of the American 
Bankers Association to be held next Sep- 
tember.” 


A Minority Report 


T this juncture, before moving the adop- 
tion of the report, Mr. McPherrin ex- 
plained that two members of the committee 
felt they could not join in the report. He 
voiced regret at this because when the com- 
promise—‘“quite a sacrifice for the majority 
of our committee’—was reached there was a 
unanimous agreement to recommend the 
adoption of the report, which he was in- 
structed to draft. Mr. McPherrin said this 
action had come as a surprise and a very 
great disappointment to him. 

In seconding the motion to adopt the com- 
promise report, M. Plin Beebe, president, 
Bank of Ipswich, S. D., said that regardless 
of his personal feelings on the branch bank- 
ing question he believed a trust had been 
imposed on the committee by the convention 
and that he thought the instructions were 
clear-cut and straight from the shoulder. 

The two dissenting members of the com- 
mittee—Charles E. Hoyt, secretary-treas- 
urer, South Norwalk Trust Company, South 
Norwalk, Conn., and Charles W. Carey, 
president, First National Bank, Wichita, 
Kan.—presented a minority report setting 
forth their position. 

“Tt is with the greatest regret that the 
two members of the Committee on Branch 
Banking find that they cannot join in the re- 
port that has just been read by the Chairman 
of the Committee,” it declared. “We be- 
lieve in doing so that we would sacrifice a 
principle to which we are devoted, and we 
beg leave to present a minority report. 

“Recognizing fully the expressed attitude 
of the American Bankers Association in op- 
position to the principles of branch banking, 
and in full harmony therewith, we believe 
the McFadden Bill now before Congress will 
prevent the further extension of the branch 
banking evil in the United States. 

“The McFadden Bill definitely forbids na- 
tional banks to engage in branch banking 
beyond city limits, and permits it within city 
limits in only such states as extend this privi- 
lege to state banks. It also forbids state 
bank members of the Federal Reserve Sys- 
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tem to extend branch banking beyond the 
corporate limits of the cities in which the 
parent banks are located. 

“We believe it will preserve our Federal 
Reserve Banking System which is threatened 
with destruction by the establishment and 
the operation of branches by one class of 
member banks while a like privilege is de- 
nied to the other class. 

“We further believe that the branch banks 
section of the McFadden Bill reflects the 
spirit of the resolution adopted by the Amer- 
ican Bankers Association opposing branch 
banking, and we therefore recommend that 
this Council approve the passage of the Mc- 
Fadden Bill as a whole. 

“Full power to eradicate or at least curb 
branch banking rests unquestionably with the 
legislatures of the several states. There- 
fore, we feel that the Branch Banks Com- 
mittee of the American Bankers Association 
should cooperate with the legislative com- 
mittees of the various state bankers asso- 
ciations to prevent the enactment of laws 
which would permit the establishment of 
branches in states where branches are now 
forbidden, and also to secure the enactment 
of laws which would prevent the establish- 
ment and operation of branches in states 
where branch banking is now permitted.” 

This motion raised the question as to 
whether the Executive Council was em- 
powered to take action upon this question, 
in view of the resolution adopted by the 
general convention expressing “disapproval 
of and opposition to branch banking in any 
form by state or national banks in our na- 
tion.” The point of order was made by 
John D. Phillips, President, Green Valley 
Bank, Green Valley, Ill., who contended that 
the by-laws of the association prohibited ac- 
tion on this question until the next conven- 
tion. 


General Counsel’s Opinion 


NTICIPATING that such a point of or- 

der would be made, President Walter 

W. Head informed the meeting that he had 

already asked for an opinion of Thomas B. 

Paton, General Counsel, on the question. 

This, having been prepared, was read. It 
was as follows: 

“T am requested by President Head to ad- 
vise whether in my judgment the Executive 
Council would be within its authority in ap- 
proving and recommending for passage the 
McFadden Bill—that is to say, that portion 
of it which deals with branch banks. 

“Under our Constitution ‘the supreme 
authority of the Association is vested in the 
General Convention,’ while ‘the administra- 
tion of the affairs of the Association in the 
interim between sessions of the General Con- 
vention and subject to the direction of the 
General Convention is vested in the Execu- 
tive Council.’ (Art. VII, Sec. 1.) In the 
interim between sessions of the General 
Convention, decisions upon matters of policy 
and action, not inconsistent with any previ- 
ous decision of the General Convention, shall 
be made in the manner provided by the By- 
Laws.’ (Article IX, Sec. 2.) The By-Laws 
provide for such decisions ‘by vote of three- 
fourths of members of the Executive Coun- 
cil.’ (By-Law X, Sec. 1.) 

“The General Convention of 1922, follow- 
ing a similar resolution in 1916, expressed 
its ‘disapproval of and opposition to branch 
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banking in any form by state or national 
banks in our nation.’ 

“In the debate leading up to the passage 
of this Resolution there was presented, but 
not adopted, a resolution adopted by the Na- 
tional Bank Division at the preceding Cali- 
fornia Convention asking that Congress 
should be requested to permit national banks 
to maintain and operate branches within the 
corporate limits of the cities in which the 
head offices of such banks are located; but 
confined, however, to states in which state 
chartered institutions are authorized to have 
branches. 

“This resolution, being part of the res 
gestae, indicates a clear intention of the 
1922 convention in expressing its opposition 
to branch banking in any form by state or 
national banks, not to permit an extension 
of city-wide branch banking by national 
banks in states where state institutions are 
authorized to have branches, 

“The McFadden Bill (H. R. 8887) re- 
ported to the House of Representatives, 
April 25, 1924: 

“1, Amends the Revised Statutes which 
allow a state bank with branches to convert 
into a national bank by providing as a con- 
dition of future conversions that the con- 
verting state bank must give up its branches 
outside the corporate limits or other boun- 
daries of the city. 

“2. Amends the Federal Reserve Act by 
making it a condition of future membership 
of a state bank in the Federal Reserve Sys- 
tem that the applying bank must relinquish 
its branches beyond the corporate limits of 
the municipality; and providing that here- 
after no member bank shall be permitted to 
establish state-wide branches nor more than 
one city branch where the population is be- 
tween 25,000 and 50,000 nor more than two 
city branches where the population is be- 
tween 50,000 and 100,000. - 

“Thus far (1) the restriction of state- 
wide branches of a converted bank and (2) 
the relinquishment of state-wide branches of 
a state bank joining the Federal Reserve 
System is in keeping with the intent and 
spirit of the resolution of 1922, for these 
provisions cut down rights and privileges of 
state-wide branch banking already existing. 

“But as to national banks, while the Mc- 
Fadden Bill makes a general prohibition of 
branch banking by national banks, it does 
permit a national bank in any state where by 
state law or regulation state banks are per- 
mitted to have branches, to have city-wide 
branch banks but restricted so that it can 
only have one branch in cities of between 
25,000 and 50,000 and only two branches in 
cities of between 50,000 and 100,000 popula- 
tion. 

“The conclusion must follow that the per- 
mission of city-wide branch banking by na- 
tional banks in certain states would be con- 
trary to the intent and spirit of the resolu- 
tion of 1922 against branch banking by a 
national bank in any form, and the Execu- 
tive Council would not have authority to 
approve this particular provision of the Mc- 
Fadden Bill.” 


Council Without Power 


FTER the submission of this opinion, 
President Head ruled that the point of 
order made by Mr. Phillips was well taken 
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and upheld his contention that the Spring 
Meeting was without power to act upon the 
minority report. 


With the motion before the house to have 
the majority report approved, an amendment 
was offered to table the motion and discharge 
the committee. Later, however, its sponsor, 
Richard B. Hawes, vice-president, First 
National Bank in St. Louis, who said that 
“this was the only chance we have to give 
an expression in favor of the McFadden 
Bill according to the ruling of the chair,” 
withdrew that part which would have re- 
lieved the committee. By a vote of 63 to 42, 
the Executive Council tabled the motion to 
adopt the majority report to voice disap- 
proval of that section of the McFadden Bill 
permitting city-wide branch banking and to 
approve the section outlawing state-wide 
branch banking. 


During the casting of the votes, several 
members explained that they did not want 
their ballots to be construed as approving 
branch banking. After the result was an- 
nounced, Mr. Hawes said that his motion to 
table was made merely to get an expression 
on the report, inasmuch as the chair had 
ruled that no motion would be entertained 
which carried with it the indorsement of the 
branch banking sections in the McFadden 
Bill. 

In accordance with a suggestion by Robert 
F. Maddox of Atlanta, Evans Woollen, 
president, Fletcher Savings & Trust Com- 
pany, Indianapolis, moved that the Council at 
the next convention should urge the associ- 
ation to modify its position with reference 
to branch banking in accordance with the 
minority report. 

At this juncture, John D. Phillips made a 
pointed observation. “It seems to me that 
we are burning up a lot of time over some- 
thing that might not exist,” he said. “By 
the time we meet in Chicago, this clause in 
the McFadden Bill will either be dead or 
very much alive. It will either be law or it 
will be dead as a doornail. Why waste our 
time over such stuff as that?” 

The motion was lost and this chapter on 
branch banking was closed. 


Foreign Loans Help 


NY foreign loan, issued in this country, 

inevitably increases to that extent the 
purchasing power of the rest of the world 
from the United States, irrespective of 
whether that purchasing power is used by 
the original borrower or is transferred to 
others. Loans of this character cannot but 
strengthen and stabilize the economic pros- 
perity of our country. 

The volume of foreign loans placed in 
this country during the past ten years is 
quite surprising. During this period, includ- 
ing only such foreign issues as are now listed 
on the New York Stock Exchange, the total 
amounted to $2,151,500,000 face value. Their 
total cost to the American investor, that 
is, their issue price, was $2,057,650,000 and 
their then (about two weeks ago) market 
price, $2,059,300,000, thus evidencing that on 
the whole our public has suffered no loss 
in such investments—Mortimer L. Schiff. 


Why the Crop Purchasing Plan 


Will Fail 


By GEORGE E. ROBERTS 
Vice-President, National City Bank 


An Equation Can Not Be Restored by Manipulating Just One 
Side of It. The Products and the Legislation We Will En- 


counter in the European Markets. 


If Food Prices Go Up 


to Level of Labor, Will Not Labor Ask for Wage Increases? 


HE McNary-Haugen Bill, intro- 

duced in the Senate by Senator Mc- 

Nary of Oregon, and in the House 

by Congressman Haugen of lowa, 
is the survival of several bills intended for 
the relief of agriculture. It was prompted 
by a feeling that an unfair relationship 
exists between farm products and the prod- 
ucts of the other industries and that some- 
thing must be done to correct it. The bill 
is intended to accomplish that purpose. 

The Norbeck Bill, introduced by Senator 
Norbeck of South Dakota, provided an 
appropriation of $50,000,000 to be loaned to 
the farmers in the wheat growing states, 
in sums of not exceeding $1,000, to assist 
the farmers in getting started in diversified 
agriculture. While I recognize that even 
that is an extraordinary measure of govern- 
mental aid, still. I had a feeling that if the 
emergency was as serious as represented in 
those wheat growing states, perhaps there 
was justification for that measure. It did 
at least recognize that the problem was to 
get farmers out of the one crop method 
and into doing ‘something else. The _ bill 
recognized that at present there is a crisis 
in wheat growing; that we are growing too 
much wheat in this country. 

I felt rather disposed to support that as 
an alternative against the McNary-Haugen 
Bill, which is a very complicated and arti- 
ficial measure, and in my opinion one which 
will not in the end accomplish the purpose 
for which it is intended. So much interest 
has been developed in the McNary-Haugen 
Bill throughout the Middle West that there 
seems to be a very widespread feeling that 
it is a measure which must be passed for the 
benefit of agriculture. There is danger that 
as a result of its defeat there may be 
widespread dissatisfaction which will find 
expression in measures even more danger- 
ous. 


A‘ Leading Argument 
NE of the chief arguments in Wash- 
ington is that.in the interest of good 
feeling and to satisfy the farmer at least till 
after the Presidential election, we can afford 
to take the chance of the McNary-Haugen 
Bill. 

The fundamental facts about this dispar- 
ity of prices are that agriculture was very 
highly stimulated by the war, while on 
the other hand, many other industries were 
retarded during the war. House building, 
for instance, was held back during the war. 


In the last two or three years Europe has 
been coming back agriculturally. Agricul- 
ture is the first industry to come back over 
there; so that they are producing through- 
out Europe, outside of Russia, almost at the 
rate that they were producing before the war. 
Meantime the United States and Canada 
and Australia and Argentina have gone on 
producing at practically the war rate and 
we have lost a part of our foreign market, 
and we have a surplus of our products. On 
the other hand, the need for construction 
work, especially house building, has given us 
this revival of industry which we have expe- 
rienced in the last year and a half. It has 
given employment to labor. There is not any 
single industry the influence of which is so 
widespread as that of house building. It 
reaches into all the building material indus- 
tries; it reaches out into the house furnish- 
ing industry, so that we have had a state 
of full employment in this country for the 
last year. This has sustained wages at the 
war rates and even higher, and the prices of 
these other products which the farmers have 
to buy; so it has maintained this disparity 
which is complained of. 

The McNary-Haugen Bill undertakes to 
correct this situation by bringing up these 
farm staples to what is called the pre-war 
ratio. It provides for the organization of a 
corporation with $200,000,000 capital, the 
stock to be subscribed for by the Treasury of 
the United States. This corporation is author- 
ized also to borrow in the public market up 
to $1,000,000,000. Then it is to go into the 
markets and buy those products which are 
below the pre-war parity, and raise them up 
to that level. 

The corporation is to sell abroad all of 
the surplus of those products, so as to give 
complete command of this home market. 
It is to sell these products abroad for what 
they will bring. The bill says at the highest 
possible price, but they must be sold at the 
market, and they must to some extent under- 
bid other countries, because under the terms 
of the bill this surplus must be sold and 
accounted for by the end of the year. The 
products are to be sold at a loss as com- 
pared with the prices paid to farmers and 
the prices current in the home market. : 


Losses and Expenses 


NDER a rather ingenious arrangement 
it is proposed to charge back to the 
farmers the loss that is suffered on these 
exported products and the cost of operating 
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the corporation. The original bill provided 
for an issue of scrip. Any dealer buying 
of a farmer must procure from the Govern- 
ment through the post offices (as called for 
in the original plan) this scrip, and a cer- 
tain percentage to be determined by the 
management of the corporation of the price 
paid to the farmer was to be paid in the 
scrip. That part of the plan is to allow for 
the charge-back that is to come later. 

After the year’s crop was disposed of, and 
they had calculated how much had been lost 
on the foregin sales and the cost of operat- 
ing the corporation, that amount was to 
be charged against the outstanding scrip. 
Then the scrip was to be redeemed at its 
face less these charges against it, 

One of the first objectionable features is 
the proposition to sell foodstuffs to foreign 
consumers at prices below those at which 
they are sold in this country. I am aware 
that this is sometimes done in private busi- 
ness. Frequently it has been charged as an 
argument against a protective tariff that 
the beneficiaries sold goods abroad for less 
than the same goods were sold at home. 
This practice has been a subject of criticism. 
I don’t think it is practicable for the Gov- 
ernment to prevent a private firm from sell- 
ing its products abroad for less than they 
sell them at home. There is sometimes 
justification for doing it. A big corporation 
with a very heavy overhead, desiring to run 
to capacity, thereby reducing the unit cost on 
all of its products, may be enabled actually 
to reduce its costs and to sell its products 
at home for less than it would be able to 
if it did not dispose of the surplus product 
in that way and if it could not run to ca- 
pacity. 

This is the first case, however, in which 
it was ever proposed that products of this 
country should be sold abroad under the 
auspices and management of the government 
for less than the price at which they are 
sold at home. I can not conceive that the 
great consuming centers of this country 
would very long consent to an arrangement 
of that kind under the management of the 
Government itself; that is, where foodstuffs 
were sold to consumers abroad for less than 
at home. 

I can imagine New York City giving 
about 500,000 majority against that proposi- 
tion the first time the voters got at it. You 
can not regard it as an arrangement that 
would last very long. Of course it is ad- 
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yocated simply as an emergency proposition 
for five years, but I doubt very much 
whether the plan would last beyond the 
‘next Congressional election. 

Moreover the practice of selling products 
in other countries below the prices at which 
they are regularly sold at home is consid- 
ered everywhere nowadays as an objection- 
able practice. It is regarded as unfair com- 
petition, and it is a common thing for coun- 
tries to legislate against it. I am of the 
opinion that this McNary-Haugen Bill would 
probably result in retaliatory legislation of 
some kind upon the exports of this country. 


The Fundamental Fallacy 


PMHE fundamental fallacy in this proposi- 
tion is in supposing that you can alter one 
important factor in an economic situation 
and have all the other factors remain the 
same; in thinking that you can raise the cost 
of foodstuffs to the consumers of this coun- 
try—to the wage earners of the country— 
and not affect the price of anything else. 

If the cost of living goes up it creates a 
general demand for an increase of wages 
to offset it. I am strongly of the opinion 
that this measure raising the price of food- 
stuffs, which constitute about one-half the 
expenditures of the average workingman’s 
family, would be the beginning of a general 
rise of prices. We would have something 
like a situation which we can remember in 
1919 and 1920 when you had the cost of 
living jacked up and then wages went up to 
follow, and then the cost of living went up 
again and then wages went up again, and 
so on until the whole artificial structure of 
prices came down with a crash. 

You cannot restore an equation by manip- 
ulating just one side of it. 

Officials of the Federation of Labor have, 
it is said, appeared before the committees in 
Washington and endorsed this bill, but I 
do not think that signifies for a moment 
that they do not consider themselves free 
to ask for increased wages to cover any 
increases in the cost of living. 


Fundamentally Unsound 


NY kind of general Governmental price- 

fixing is fundamentally unsound. It 
has been proved so by every experience that 
has ever been had. We have no reason to 
think that it would be any different in this 
case. We have got to deal with funda- 
mental conditions, the relation of supply and 
demand. 

This part of the plan encountered so much 
criticism that it has been altered, so that now 
the arrangement is to give the farmer a 
“receipt” for an amount that is withheld and 
paid by the purchaser to the Government 
corporation to cover that farmer’s share of 
costs and losses. These can be only estimated 
in advance, but the estimate must be high 
enough to safely cover them; at the end of 
the season after the settlement, the corpora- 
tion will distribute any remainder. All of 
this is complicated and costly. 

When the war broke out, Western Europe 
was accustomed to receive a good portion 
of its imported supplies of food from 
Russia. These supplies came out through the 
Straits of the Bosphorus and the Darda- 
nelles, and as soon as those Straits were 
closed the price of wheat began to rise. 


Western Europe was in a state of panic 
with reference to its supplies of food. 

That rise in the cost of food stimulated 
the production of foodstuffs, particularly 
wheat, in all the other wheat-growing coun- 
tries of the world. We ran our own acreage 
of wheat up from about 47,000,000 acres 
before the war to approximately 75,000,000 
acres at the peak. 

Acreage was increased in Australia and 
Canada. The average annual exports of 
wheat through the Straits from Russia and 
the Balkan countries to Western Europe 
before the war were something under 200,- 
000,000 bushels a year. Canada alone has 
increased her exports of wheat since the 
beginning of the war by more than 200,000,- 
000 bushels. That is to say, Canada alone 
has more than made up for the loss of 
exports from Russia. Now you have got 
Russia in the market exporting again; not 
her full amount, but she is back as an ex- 
porter and has to be reckoned with. 


Canadian Competition 


OREOVER we cannot look forward 

to anything but the hardest kind of 
competition from Canada in the markets 
of the world, because the Canadians have 
great areas of fresh fertile land, while 
across the line in the Dakotas, where the 
distress over the low prices of wheat is 
now most severe, North Dakota’s average 
vield per acre of wheat has been under ten 
bushels to the acre for the last five years. 

Originally North Dakota land was just 
as fertile as that of Canada. Her production 
was just as high, but a continuance of one- 
crop farming has taken out of the soil to a 
great extent the constituents that are neces- 
sary to make a good crop, with the result 
that the production is down, while across the 
border, taking all Canada together, the yield 
in 1923 was something over 20 bushels to 
the acre. 

The only remedy for a situation like that 
is to treat the soil right, to get to diversified 
farming, to maintain the fertility of the 
soil. 

The farm product which is lowest as com- 
pared with the pre-war ratio, and which it 
is claimed would be most benefited by the 
McNary-Haugen Bill is hogs. In 1921 and 
1922 hogs brought a very good price. They 
brought a high price as compared with corn, 
with the result that the farmers have natu- 
rally increased their production of hogs, 
so that in 1923 in 67 central markets where 
the United States Government maintains in- 
spectors in the killing establishments, the 
slaughterings in 1923 were 25 per cent 
larger than they were in 1922, and in the 
seven principal markets of the West—Chi- 
cago, Kansas City and those other large 
markets out there which have most to do 
with the making of prices—the receipts 
were 30 per cent greater in 1923 than they 
were in 1922. 


Markets Will Not Absorb 


HE markets will not absorb such an in- 

crease as that without a reduction of 
prices. A reduction of prices increases the 
consumption. People eat more meat -at a 
lower price than they do at a higher price. 
The Department of Agriculture estimates 
that the consumption of meats in this coun- 


try in 1923 was 18 pounds per capita greater 
than in 1922. 

You cannot interfere with these natural 
relations between price and quantity, with 
supply and demand. You cannot interfere 
with them arbitrarily without disturbing the 
entire balance. There had to be a lower 
price in 1923 than in 1922 in order to absorb 
that increased product. Our exports were 
very much larger in 1923 for the same 
reason. 

The milk business of New York State is 
mainly in the hands of the Dairymen’s 
League, an organization composed of about 
70,000 farmers. It dominates the milk situa- 
tion, but although complaining of low prices 
the League has just now voluntarily lowered 
the wholesale price of milk by one cent per 
quart, which is more than 20 per cent. This 
reduction has not been forced by the com- 
petition of other milk producers but has been 
made a matter of policy, to increase con- 
sumption. The flow of milk increases at 
this season, and experience has shown that 
consumption increases at lower prices. 

It is a mistake to think that in the case of 
wheat, hogs, milk, or any other product 
prices can be arbitrarily fixed or held, re- 
gardless of the relations between supply and 
demand. It is idle to encourage production 
at prices above those at which consumption 
will absorb the supply. Consumers regulate 
prices at cost. 

You have got to allow the free play of 
the natural economic forces in order to es- 
tablish the balance and to get your business, 
whatever it is, on a sound economic basis. 

I have great faith in the coming back of 
agriculture. As a matter of fact the margin 
of surplus in most of these products is not 
very large and we have got on the farmer’s 
side at last the constant increase in popu- 
lation of this country. With the shifts in 
production that will naturally occur if the 
situation is left alone, I believe that the sit- 
uation will be corrected; but if you begin 
to interfere by legislation, nobody can make 
any calculation as to the future. 


Coolidge Appoints Oil 
Commission 


HE Government's reserve oil lands have 

figured largely in the news since the lid 
was blown off Teapot Dome. President 
Coolidge has recently named an Oil Reserve 
Commission to make a study of the Gov- 
ernment’s oil requirements and its potential 
supplies, so that the public interest may be 
adequately protected. The members—George 
Otis Smith, director of the Geological Sur- 
vey; Admiral Hilary P. Jones of the United 
States Navy, and R. D. Bush of California 
—will proceed with their work, while coun- 
sel employed by the Government will seek 
to abrogate the leases under which naval 
oil reserves in California and in Montana 
were turned over to private interests for de- 
velopment. 

In addition to these lands, the United 
Their findings 
will be placed before the President. 


States has other reserves. 


if 


Opposed to the McNary-Haugen 


Bill 


A Feature of the Spring Meeting Was the Debate on the Bill 
Proposing to Have a Government Corporation Purchase Farm 
Products and Sell the Surplus Abroad at Whatever It May 
Bring. Only Two Votes Recorded in Favor of the Measure. 


CORED on one side as “the most 

unsound economic measure ever in- 

troduced in Congress” seeking to 

create farm “prosperity by legisla- 
tion,” and praised on the other as the 
means by which the farmer might be put 
on his feet financially “without hurting any- 
body a particle,” the McNary-Haugen bill 
vied with branch banking as the outstand- 
ing issue to be discussed at the spring 
meeting of the Executive Council of the 
American Bankers Association. After a 
spirited session of debate on the proposed 
measure, the Council—with only two dis- 
senting votes—recorded its opposition to the 
bill. 

At the outset, a dramatic note was sounded 
when Walter W. Head, President of the 
American Bankers Association, read a tele- 
gram from Washington informing the meet- 
ing that the much-discussed bill would be 
favorably reported to the House of Repre- 
sentatives on the next day. He informed 
the Council that the association had been 
“besieged” by those favorable to the measure 
to indorse it and by those opposed to take 
a definite stand against it. In view of 
the divided sentiment, it was recited that 
the Federal Legislative Committee had asked 
the Council to make. a recommendation. 

To bring the matter before the meeting, 
Richard S. Hawes, vice-president, First 
National Bank in St. Louis, moved that the 
committee be instructed to oppose the bill. 
While stating that he did not favor the 
McNary-Haugen bill in toto, and expressing 
the belief that a number of objectionable 
features would be ironed out by amendment, 
L. A. Andrew, president, Citizens Savings 
Bank, Ottumwa, Iowa, sounded a note of 
caution. Stating that representatives of 
more than four million farmers were behind 
the bill and recalling that a national election 
was in prospect, Mr. Andrew asked if it 
would be good policy to appear in opposition 
to what the farmers of this country in a 
large measure have gotten behind. Mr. 
Andrew declared that the Association during 
the past year had made a remarkable record 
in working with the farmers of America 
while the Agricultural Commission had suc- 
ceeded in creating a better feeling. “Is it 
wise,” he concluded, “to enter into a non- 
banking proposition at the present time and 
create ill-feeling and ill-favor which is not 
necessary ?” 

While agreeing with Mr. Andrew in his 
premises of assistance and cooperation with 
the farmer, Mr. Hawes said that “the sug- 
gestion of poor policy is rather unfounded 


for the reason that the bill that we have 
proposed to oppose is the most unsound 
economic measure ever introduced into Con- 
gress of America, and for the further rea- 
son that it is the most distinct case of 
class legislation that an endeavor has ever 
yet been made to pass. 


“To the Detriment of the 
Whole” 


6¢T is an endeavor to foster and en- 
courage artificial price of products,” 
he continued. “It is an endeavor to increase 
the welfare of one section of our people 
to the detriment of the whole people, and, 
therefore, class legislation in the extreme. 

“It is a dangerous international measure 
to this extent—that it permits the thing 
which we have endeavored ourselves to guard 
against by our tariff from European na- 
tions. It permits the so-called corporation 
which it is proposed to organize to dump into 
European markets at any price the surplus 
products of America. I could go on and 
enumerate, various other features of the 
bill which are decidedly economically un- 
sound. 

“T hope that this body of men, repre- 
senting sound business principles, repre- 
senting the industry of this country, repre- 
senting our depositors as we do, will put 
themselves clearly, firmly and in an over- 
whelming vote on record against such legis- 
lation.” 

M. Plin Beebe, president, Bank of Ips- 
wich, Ipswich, S. D., said that, while he 
concurred in Mr. Hawes’ views, he felt it 
would be most unfortunate if the Council 
should go on record against the bill. “We 
have spent no end of time and money to 
gain the favor of the farmer,” he com- 
mented. “I think we are burning our 
bridges behind us if we go on record 
against this bill, regardless of how we may 
feel about it.” 

Disagreement with the view that the 
measure was the “most unsound bill ever 
presented in Congress” was voiced by 
Joshua Evans, Jr., vice-president, Riggs 
National Bank, Washington, D. C., who said 
that he had given the bill a great deal of 
thought. 

“It seems to me that while it is hard to 
get the economists to agree that this bill 
will not do what it proposes to do in bring- 
ing relief, nevertheless, I have been some- 
what encouraged in the belief that there is 
ground for considerable thought as to its 
possibilities. Personally, I believe it is bet- 
ter to bring the farm up and let all come 
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down together rather than let industry come 
down to the farmer’s level and suffer the 
results therefor. 

“Many of my friends would be surprised 
that I take this position, but I have given 
this bill considerable thought. I have talked 
with many men who would declare that the 
supporters of this bill are not as radical as 
many would have them painted.” 


Other Opposition 


concerning the legislation insofar 
as the Association was concerned brought 
out that the Administrative Committee, by 
a vote of nine to one, had approved the 
action of President Head in opposing its 
enactment. 

“When the matter first came up,” Mr. 
Head volunteered, “there were a large num- 
ber of bankers who wrote me as president of 
the organization, asking that the Federal 
Legislature Committee be requested to op- 
pose the bill. I then sent out about 150 
letters, including almost all of the members 
of the Economic Policy Commission, if not 
all of them, and the letters that were sent 
out came back to me indicating that they 
were very strongly opposed to the McNary- 
Haugen bill. The next procedure then was 
in one of the President’s public addresses 
to call attention to the fact that in his 
judgment the measure was unsound and not 
entitled to the support of those men who 
were interested in putting our national busi- 
ness upon a solid economic foundation. 

“The matter then came before the Ad- 
ministrative Committee and by a vote oi 
nine to one (the President not voting, there 
was one man absent) they supported the 
position taken by the President of the or- 
ganization. 

“There were further suggestions that the 
Council might leave to other committees the 
question of final action on the McNary- 
Haugen bill, but, in the long run, it was 
decided to vote direct upon the issue.” 

Stating that while he had not had an 
opportunity to make a complete study of 
the bill, he believed it to be unsound, Joseph 
B. Ramsey, president, First National Bank 
Rocky Mount, N. C., said he favored the 
Council taking a definite stand. 

“I come from a farming state, one as 
nearly consecrated to agriculture, I presume, 
as any state in the Union, and yet I be- 
lieve that the time has come when we must 
vote not upon questions of policy, but upon 
questions of sincerity. If we do not believe 
that this bill is in the interest of the farmer 
and is in the interest of the country, then 
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I believe it is the duty of this Council to 
go on record as opposing it.” 


Can Not Unscramble the Eggs 


S the outstanding supporter of the 

McNary-Haugen bill, John D. Phillips, 
president, Green Valley Bank, Green Valley, 
Ill., declared that he thought it a matter 
of vital importance to our country that 
something of this kind be passed by Con- 
gress at this time. 

“There is only one thing that can be 
done for the good of the farmer. You can- 
not unscramble the eggs of the other fellow 
and bring him down to the farmer’s posi- 
tion. But you might, possibly, be able to 
help the farmer to help himself to that 
standard whereby he could stand on the 
same high plane that the other fellow does. 

“He is about the only one who is selling 
his goods in a free trade market and buy- 
ing in a high protective market. That is 
about the situation now. If the condition 
gets any worse than it is now, I do not 
know what is going to happen. 

“T do not talk so much from any knowl- 
edge that I have from the theoretical stand- 
point of the situation. I do not know much 
about the bill. I do not talk about the 
details of it, because I practically know 
nothing about it, but I do talk from prac- 
tical experience, as a regular farmer who 
was born and raised on a farm, wio still 
lives on the farm, who knows the conditions 
the farmer is up against, and also as a little 
banker who has been plodding along here 
for the last 24 or 25 years doing the best 
he can for his profession. 

“T want to tell you that if it gets much 
worse I do not know what is going to be- 
come of the farmer. Some folks say ‘Just 
let it drift along. It is going to take care 
of itself.’ In the patience of Job, that 
might be all right. They tell me that in 15 
years time we will get on a domestic basis, 
but if you and I have got to wait 15 years, 
Mr. President, for conditions to come, we 
are going to be pretty old. 

“I want it and I want it now; not only 
that, but if we can place the farmer upon 
a basis where he can at least make a living, 
it will certainly help industry, it will help 
everything else in this country. Place that 
farmer in a position where he will not be 
obliged to liquidate his personal obligations 
by placing a mortgage on his farm, and 
that is absolutely the only chance he has 
at the present time! 

“I know whereof I speak because I had 
a lot of bills payable to liquidate myself 
and have not got them all liquidated yet, 
but all that we have liquidated have come 
from mortgages on farms, and some of that 
money has come from the Federal Land 
Bank, this paternalistic institution that we 
find so much fault about—the paternalism 
of the McNary-Haugen bill ! 

“I think we ought to try to place the 
farmer on the same standard that the labor- 
ing man is, that the industrial man is on 
--he is protected by his tariff. The labor- 
ing man is protected by the immigration 
laws and other things. Give the farmer 
the same chance and I am sure he will come 
out all right. He pays the bill himself. I 
would go further than this bill. I would 
not make it a temporary institution. I 
would make it a permanent institution and 


I would make the farmer furnish the capital 
stock for it in the end. I am sure he could 
do it. He has to pay the extra, you know, 
that comes out of the surplus. The govern- 
ment does not pay that. He pays it himself. 
It is taken out of his bushel of wheat or 
corn at the time he sells his grain, and he 
pays it himself. It would not hurt anybody 
a particle, but it would do the farmers a 
whole lot of good and, incidentally, do the 


country a lot of good.” 


Would Bring Undesirable 
Results 


CCEPTING an invitation to set forth 

the reasons that had impelled him 
vigorously to oppose the bill, George E. 
Roberts, vice-president, National City 
Bank of New York, declared that, inas- 
much as the measure was fundamentally a 
price-fixing measure, it would fail to ac- 
complish the results expected of it, and 
would bring “more undesirable results than 
it is possible for anybody to foresee.” He 
said that while bankers of every portion 
of the country had a keen realization of the 
dependence of general business prosperity 
upon the prosperity of the farmer, they did 
not believe the proposed bill would bring 
about this better situation. 

On other pages in this issue, Mr. Roberts’ 
reasons for his belief that the crop purchas- 
ing plan will fail are set forth. 

The restoration of the pre-war ratio be- 
tween the different classes of products will 
not come until the three principal props 
under the structure of high prices today 
are removed, Mr. Roberts predicted. The 
three props are—high rents, caused by the 
shortage of housing accommodations and 
maintained by high wages in the building 
trades; high cost of fuel, directly due to the 
organization of the miners; and the high 
cost of transportation, due to the wages paid 
the railroad employees and to workers in 
all the industries which produce the sup- 
plies required by the railroads. 

Mr. Roberts’ remarks brought a rejoinder 
from Mr. Phillips. 

“Mr. Roberts said that the other coun- 
tries of the world would resent our dumping 
our surplus on them,” he stated. “At pres- 
ent all our surplus is sold in the markets 
of the foreign countries at the prices pre- 
vailing there. There will be no more dump- 
ing after this bill is passed than there is 
orderly shipping at the present time. If 
that were such a serious thing, if that 
should be so objectionable to the other coun- 
tries, there is plenty of room in the bottom 
of the sea for all this surplus. That would, 
of course, be an inhumane thing to do when 
so many people are starving to death for 
need of this surplus, but the farmers of 
America could well afford to dump the sur- 
plus in the bottom of the sea and still have 
at least one-third more than they are getting 
at present for their products. 

“So far as raising the price to the con- 
sumer is concerned: as best I can get the 
information, it would be at the ratio of 
about twenty to one. It would raise it just 
a little bit, but we would be awfully glad 
to pay it. 

“It is just the same thing that happened 
to industry many years ago. I remember as 
a boy when the tariff question used to be 


the issue, we Democrats talked a good deal 
about buying our sewing machines and our 
self-binders cheaper in the old country than 
we could buy them here. It was absolutely 
true. They dumped their surplus across the 
way. That is exactly what we want to do. 

“Now the farmers are not capable of 
organizing as the manufacturers have been, 
and there is but one solution to the problem, 
and that is to get rid of the surplus some 
way or other, either by lack of production 
or selling it in some other way. I believe 
it might be an incentive to an over-supply 
for a year or two, but who pays the bill? 
The farmer pays the bill himself, and the 
quickest way in the world to teach him some- 
thing is to go down into his breeches and 
make him pay the bill. If you take back 
from him, instead of ten cents a bushel on 
his wheat, 25, 30 or even 50, he will mighty 
soon quit raising too much wheat. That is 
the only way to make him quit. He will 
have an organization whereby he can in- 
telligently control those things. 

“We ought to at least be fair with the 
only fellow who is not receiving some gov- 
ernmental protection, and that is the farmer. 
He is absolutely the only one left who has 
uot received something of the kind.” 

Emphasizing that the extension of Con- 
gressional aid to one class of farmers would 
immediately be followed by the demand for 
aid from another, W. W. Woodson, presi- 
dent, First National Bank, Waco, Tex., as- 
serted that there would be just as much 
equity in the passage of a law to help a 
farmer who has under-produced—such as the 
Georgia farmer whose cotton crop has been 
eaten up by the boll weevil—as the farmer 
who has over-produced. 

“If we are going into fallacious laws to 
protect the farmer, let us protect every- 
body alike and treat them equally,” he ap- 
pealed. “Let’s not establish Sovietism here 
in America by law.” 


As Mr. Wayman Sees It 


Shortly before the Council voted almost 
unanimously to oppose the measure, it was 
addressed by Will Wayman, president, Em- 
poria State Bank, Emporia, Kan. His 
remarks, richly interlarded with humorous 
turns and references to other matters, 
brought many hearty laughs from the audi- 
ence. 

Addressing the President, Mr. Wayman 
said: “I am a farmer, and I’m glad of it! 
Incidentally, I am in the banking business, 
but I am a farmer, and, like the gentleman 
here, I am a hog raiser and I am a wheat 
raiser and I produce some cattle out in Kan- 
sas, and I’m glad of the whole darn thing 
all the way through! Now, as far as all 
of our farm bloc is concerned, up here in 
Washington, there is nothing but chips to it. 
Your farm bloc is just a bunch of chips 
that has been to your detriment from begin- 
ning to end. 

“There is a cause for all of this and I 
just want to go back a little. Why are we 
asking for all of this stuff here that we 
know we are not entitled to? When the war 
came on, we were going along happily in 
this country; we were having about every- 
thing we wanted and everything we needed. 
Then the war came along and that changed 
the whole darn thing, financially and every 
other way. 
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“Why, the Federal Government here has 
taken all the money you have got. Up in our 
country the fellow who has any money puts 
it in the Post Office Department and it 
makes him 5 per cent; he doesn’t pay any 
taxes, and that is equal to 5 per cent, and we 
haven’t any money to finance the agricul- 
tural interests. The Government is doing 
that. 

“Well, the war came along, and the Gov- 
ernment kind of laid down on me. They 
made me Liberty Loan chairman in ten 
counties of my state—and I tell you, I hada 
sweet time! We said to the people of that 
country, ‘By golly, you’ve got to raise wheat ; 
you’ve got to raise every calf you can raise 
and every pig and every lamb you can raise, 
because there is nobody doing anything in 
the whole world but you; everybody is fight- 
ing over in Europe, and they are going to 
starve to death if you don’t do that!’ 

“Well, we went into that business, and the 
3arnes Commission came along and they 
said to us farmers, ‘Here, you can’t get but 

2.00 a bushel for your wheat,’ and we were 
just mighty glad. That was all right; we 
were ready to take $2.00 a bushel, and every- 
body knew we could get $4.00, but we farm- 
ers were willing to take it and accept the 
government’s obligation on it. And along 
after a while, when the war began to get at 
the other end of it, the Federal Government 
made some mistakes, too. 


Wheat Drops in Price 


66 ELL, now, what happened? The 

Federal Government and every news- 
paper in this country said, ‘Boys, take the lid 
off of wheat and you will get $3 or $4 a 
bushel’—and that is the darndest fool thing 
that this Government ever did! The lid was 
taken off. I was one of the fellows that said 
to my farmers—and I’m in a state that is 
filled up with real farmers; I want to tell you, 
we work out there; we are raising stuff—‘I 
am opposed to it!’ I told them, ‘The thing 
for the Federal Government of the United 
States to do is to say to the farming inter- 
ests, ‘Here, boys, we'll pay you $2.00 a 
bushel. for your wheat till the end of next 
year, and after that you have got to quit 
raising wheat and go into diversified farming 
because the people of Europe have quit 
fighting and gone to work, and they are 


raising their own wheat.’ They didn’t do 
that, and you know the result. The farmers 
didn’t get any relief from our ‘daddy.’ He 
didn’t give us the proper advice. That is 
where part of your trouble came in. 

“And then here came along the Edge-Cum- 
mings bill, and by reason of that bill the 
Interstate Commerce Commission said the 
railroads had to have certain earnings; and 
I don’t know but that is all right, but I 
didn’t notice anybody in Congress getting up 
and saying the farmers have got to have 
certain earnings for their labor. 

“They say you have got to have 5% per 
cent for the physical valuation made by the 
owners—and you know what that means; if I 
make a physical valuation of my property, I 
am not going to get it too low. LaFollette of 
Wisconsin in his law said we had to have a 
physical valuation of the railroads in this 
country that would cost $10,000,000. Today 
the railroads have spent $87,000,000 to get 
the physical valuation of their property, and 
the Federal Government of the United 
States has spent $110,000,000, and it will take 
five years more to finish it! That is the 
way you are getting along with that kind of 
business. That is what is going on in this 
country. 

“The time is past when you can get relief 
from a legislative standpoint with the farm- 
ers. Why, I’m broke and all the farmers in 
my state are broke, as far as money is con- 
cerned, but, darn it, we’re the happiest set of 
fellows there are on earth! And I want to 
tell you that we are going to come through 
on top, and we will still be the happiest fel- 
lows—we are ruling the whole world! 
Shucks, there’s nothing to this; I don’t like 
it! I don’t like a pessimist! 


Would Raise More Wheat 


“I am opposed to this whole darn bill! 
Why, first thing you know you're going to 
dump the wheat over into the sea here, when 
you get a surplus, and the farmers pay the 
bill. Well, that’s all right in theory, but 
there is nothing else in it only theory. If 
you go to work and say here, by govern- 
mental law, that you’re going to have a cer- 
tain price on wheat, they will raise more 
wheat than they were raising during the war, 
and you will have wheat, but I don’t know 
what you will do with it. 


“T tell you, I was encouraged when I came 
from my state down through these states. 
I traveled through six states and I didn’t 
see but three hogs. That was the most en- 
couraging thing I had seen all the way along. 
I can go back home and tell them, ‘Boys, we 
have something here in Kansas that they 
haven’t down there,’ for every farm in Kan- 
sas has wheat and hogs on it, and thrifty 
looking chaps, and chickens. I’ll be darned 
if I saw more than one hen in those six 
states. 

“I can go back home, the happiest fellow 
you ever saw. We are raising the stuff for 
the people to eat, all over the South here, 
and we don’t need any legislation !” 

Indorsing the solution offered by Mr. 
Wayman, J. C. Utterback, president, City 
National Bank, Paducah, Ky., said: “The 
farmer does not need and does not want all 
the sympathy that the bankers are trying to 
give him and especially the politician. I 
say, let’s quit pampering the farmer and let 
him know and tell him firmly and honestly 
that this responsibility is his and that no one 
can relieve him of the responsibility of his 
present distress. The farmer today is just 
a short distance ahead and we cannot reach 
him by taking any false steps.” 

T. J. Hartman, president, Producers Na- 
tional Bank, Tulsa, Okla. prepared the 
Council for the decisive action when he said: 
“Tf we feel that we can legislate prosperity, 
the motion should be opposed. If we feel 
we cannot legislate prosperity, the motion 
should be supported.” 


Money Orders 


Hrsg American people made wide use of 
the postal money-order system during 
1923. The amount of money sent by money 
orders was $1,376,000,000. There were more 
than 172,000,000 orders issued. 

These figures do not include the funds 
sent abroad by international money orders, 
which totaled $34,118,000. At the same time 
$19,255,000 in money orders issued abroad 
were paid in the United States. 
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Drafting the Brains Behind 


the Dollar 


By REUBEN A. LEWIS, JR. 


Americans Serving in Role of Financial Advisors to Foreign 
Countries Straighten Out Money Tangles. Yankee May Become 
World’s Greatest “Financial Boss.” 
Over-lord of Hungary’s Exchequer. 


UST as one American is returning from 
overseas acclaimed by the world for 
having taken a leading role in devising 
the formula for straightening out its 

greatest financial tangle, another American 

assumes the duties of administering the af- 

fairs of a great republic to 

bring about its reconstruction. 

In the Far East, in the Near 

East and down in South 

America, nations, desirous of 

performing the highly difficult 

feat of balancing their budgets 

and living within their income, 

are being guided by the coun- 

sel and advice of the thrifty 

outsiders. And—at the same 

time—there is talk of a 

Yankee being named to fill the 

post of the “world’s biggest 

financial boss’—the commis- 

sioner who will regulate the 

issuance of currency by the 

new German bank that is to 

be set up under the Dawes 

plan, for adjusting the repa- 

rations liquidation. Another 

may become the “Paymaster” 

of reparations. 

The United States somehow 
has managed to acquire more 
money and wealth than any 
other nation. So lavishly sup- 
plied is the average American 
tourist with coin of the realm 
that the legend has grown up 
among the natives of many 
lands that all Americans are 
millionaires. The Government 
has impressed the better in- 
formed that budget balancing 
is possible even under the 
stress of abnormal conditions. 

It has established a banking 

system that has throttled pan- 

ics. It is a fair assumption 

that the foreigner, taking all 

of these things into considera- 

tion, thinks an American 

Should know all of the ins 

and outs about how to get money and how 
to husband it. 

At least there is ample evidence that this 
belief obtains among the rulers of many 
lands. And, with Uncle Sam holding the 
money bags, it is the part of wisdom to 
run fiscal affairs in the approved American 


style. For it is no secret that many na- 
tions are depending upon the gold which 
may pour out of that bag to insure the 
fruition of their dreams and plans. 

The idea of calling in the Americans 
to help in straightening out financial tan- 


© Keystone View 
Jeremiah Smith, Jr., Administrator in Hungary 


gles—which has recently been. manifested so 
conspicuously by the Reparations Commis- 
sion in appointing Charles G. Dawes, Owen 
D. Young and Henry M. Robinson to work 
out a plan for the solution of the repara- 
tions problem—is not new. Even before 
the day when more than a third of the 
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Jeremiah Smith Becomes 
Millspaugh Aids Persia. 


world’s gold bore the American hallmark, 
foreign nations sought the guidance of a 
Yankee in devising sound fiscal measures. 

In the reconstruction of Hungary the 
name of Jeremiah Smith, Jr., promises to 
play an important part. His selection by 
the League of Nations to fill 
the rdle came after W. P. G. 
Harding, the former governor 
of the Federal Reserve Board, 
had declined the post on the 
grounds that the condition of 
his health would not permit 
him to assume the attendant 
duties. While Mr. Smith is 
not a banker, he is a Boston 
lawyer of wide experience in 
international financial affairs. 
He was chosen for the post 
by the League of Nations 
after consultation with Ameri- 
can bankers and, inasmuch as 
he had previously been desig- 
nated by the Treasury Depart- 
ment to serve as counsel for 
its American Commission to 
Negotiate Peace, it was mani- 
fest that he bore the official 
stamp of approval. 

The League of Nations is 
planning to work out the sal- 
vation of Hungary in such a 
manner as Austria was put on 
her feet. An_ international 
loan of $50,000,000 is to be 
floated in June under the aus- 
pices of the League of Na- 
tions, and reports have it that 
the United States is to take at 
least $10,000,000 of the offer- 
ing. Certain conditions are to 
be laid down that Hungary 
must meet, and it will be the 
duty of the Administrator to 
see that these requirements are 
complied with by the republic 
before he gives the cash to the 
former monarchy. Mr. Smith 
took part in the discussions 
abroad when the Austrian loan 
was extended and is familiar with the ad- 
ministrative measures that are to be taken 
to safeguard the operation. 

The new Hungarian Administrator springs 
from old New England stock, his grand- 
father having been Governor of New Hamp- 
shire. He is a graduate of Phillips Exeter 
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Academy and Harvard University, where 
he was a classmate of Thomas W. Lamont 
of J. P. Morgan & Co. The practice of 
law led him into financial fields, and 
during the war he was attached to the 
staff of the American Expeditionary Forces 
in France under General Dawes. While 
serving as counsel for the Paris representa- 
tive upon the American Commission to Nego- 
tiate Peace,*he was associated with Norman 
W. Davis, Bernard M. Baruch, Thomas W. 
Lamont and other Americans who were at- 
tached tc the economic and finance sections 
of the commission. In 1920 he served as 
counsel for Mr. Lamont on his voyage to 
the Far East in connection with the affairs 
of the projected Chinese Consortium. When 
Mr. Lamont went to Mexico City in 1921 
to consider means for the readjustment of 
Mexico’s external debt, Mr. Smith accom- 
panied him, This wide range of experi- 
ence in world financial affairs doubtless was 
one of the factors that led to his selection 
for the important work of stabilizing the 
Hungarian gold crown and mending the 
broken economic structure of this new re- 
public. 


Doesn’t Bespeak Dictator 


HERE is little in the personal appearance 

of Mr. Smith that bespeaks a dictator. 
While he has a firm jaw and a stocky build, 
the new Administrator impresses one as being 
a quiet and unassuming man. He has a ruddy 
complexion and an engaging smile. His dark 
hair, slightly tinged with gray, is combed 
straight down onto his forehead and parted 
on the left side. In the blue eyes, beneath 
his heavy tufty eyebrows, one fails to find 
the harshness that accompanies an inflexible 
will. 

The task that Mr. Smith undertakes is 
one of great proportions. The Hungarian 
Premier, Count Bethlen, recently declared 
that, even with the help of the forthcoming 
loan, revenues from taxation must be dou- 
bled if the budget is to be balanced within 
two years and a half. While the advance 
of $50,000,000 is just half of what Hungary 
sought, the League of Nation’s financial com- 


mittee holds that this sum will be sufficient 
to tide over the deficit until the income of 
this agricultural country is sufficient to pay 
its running expenses. 


Hungary Starts Reform 


HILE the program is patterned after 

the plan that put Austria on her feet, 
Mr. Smith will not have to take the drastic 
measures that Albert Zimmerman resorted 
to when he undertook the rdle of financial 
dictator in Vienna—firing 70,000 job-hold- 
ers, reorganizing the railroads, consolidat- 
ing the government and setting up an inde- 
pendent bank of issue. Hungary has al- 
ready started to put her house in order. The 
new bank of issue is organized. Parliament 
has adopted the reform program. The print- 
ing presses, which have deluged the land 
with the paper crowns, have slowed down 
until only thirty billion crowns weekly are 
being struck off to cover the arrears in gov- 
ernmental expense. 

What this American will do remains for 
the future to tell. But at the outset it is ap- 
parent that he will tackle the job with a stout 
heart. “The financial reconstruction of Hun- 
gary is a necessary step toward the estab- 
lishment of stable, economic conditions in 
Central Europe,” Mr. Smith said upon sail- 
ing for Europe. “It is important construc- 
tive work, the plans for which have been 
carefully worked out by the League of Na- 
tions in collaboration with the Hungarian 
Government. I am delighted to be offered 
an opportunity to assist in carrying out this 
work and am looking forward to it with 
enthusiasm.” 


Dawes Plan Administrators 


ERHAPS even more important tasks 

await other Americans, For, under the 
Dawes plan for dealing with the repara- 
tions problem,-a foreigner is to be invested 
with almost unparalleled powers over the 
finances of a sovereign nation. Another 
outsider—the Agent for the Payment of 
Reparations—is to be a virtual paymaster of 
reparations, controlling the flow of the new 
German money device to the Allied powers 
in a manner that will keep value in the 
currency. 

The execution of the experts’ plan calls 
for the creation of a new gold bank of issue, 
because it was realized that sound money in 
Germany is the foundation upon which the 
nation must rebuild its economic structure. 
After having made an intensive study of 
the possible future production, the experts 
figured that Germany, after meeting her 
own requirements, would have enough to 
pay reparations under a sliding scale, rang- 
ing from one billion gold marks in 1925- 
26 to two and one-half billion marks five 
years later. After that time the amount 
of reparations will depend upon the state of 
prosperity in Germany. To prevent Ger- 
many’s financial stability from being af- 
fected by what may prove to be onerous repa- 
rations payments, the plan fixes an index of 
prosperity, making it possible for the ad- 
ministrators to judge whether these pay- 
ments can be safely met or whether they 
are beyond her capacity to pay. 

A General Board of Control, including 
an American, with Allied, neutral and Ger- 
man members on it, is to see that the con- 
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quered nation fulfills its obligations. The 
ranking foreign member is to be the “Com- 
missioner.” Not a single note may be issued 
by the gold bank without his sanction. 
He will be fully empowered to see that 
the reserves backing the notes that will suc- 
ceed the discredited mark and the rentenmark 
are maintained, With .him will rest the 
all-important duty of deciding, according to 
this carefully worked out index of prosper- 
ity, whether the scheduled payments can be 
met without upsetting the finances of Ger- 
many. 

A mere recital of the outstanding powers 
vested in the Commissioner indicates why 
the newspapers of the world are speculating 
as to who will be the “world’s biggest finan- 
cial boss.” And, inasmuch as an American 
steered the experts through the perilous 
channels that beset their course in devising 
the plans for settling the issue that has kept 
Europe in chaos for years, without running 
them on the rocks, there is thought to be 
an even chance for the selection of another 
American to see that the plan is carried out. 
However, the Commissioner may be a na- 
tional of Great Britain, France, Italy, Bel- 
gium, Switzerland or the Netherlands. But, 
at any event, an American will participate 
on the board controlling the new German 
bank of issue, and the United States will 
be called upon to furnish another financial 
advisor to a foreign country. 


The Powerful Paymaster 


tye of the most important posts—in the 
eyes of the experts who framed the 
plan—is that of Agent for Reparation Pay- 


ments. It is contemplated that about half 
of the reparations will be paid in kind— 
in coal, steel, potash or other German prod- 
ucts. In order to prevent the transfer of 
wealth from Germany affecting the stabil- 
ity of the new currency, it is provided that 
all payments for the account of reparations 
shall be turned into the bank of issue to 
the credit of this agent. The withdrawal of 
all these moneys will be directed by the 
agent and a committee of five foreign rep- 
resentatives, in such a manner as to pre- 
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vent difficulties arising in the foreign ex- 
change. 

This group will control the transfer of 
cash to the Allies by the purchase of ex- 
change. The agent, having the say whether 
cash can be safely transferred out of Ger- 
many, what exchanges should be bought 
and sold, and how the funds accumulating 
in the bank may be used, will be on: of the 
world’s financial mentors. And, inasmuch 
as the United States has a less direct inter- 
est in the regulation of these payments, it is 
considered probable that an American banker 
will be placed in power. 


Shuster in Persia 


7 most tragic chapters in the world’s 
history are traceable to the unending 
struggle for money and the efforts to exact 
taxes on it. In a few of these big episodes 
the American financial advisor has been a 
prominent figure. 

Only by the invasion of a nation by the 
armed forces of another sovereign power 
was W. Morgan Shuster, appointed by the 
Persian Medjlis—or Parliament—in 1911 to 
be Treasurer General to reorganize its ar- 
chaic and chaotic treasury, expelled from this 
position. The show of force followed two 
ultimatums sent by the Russian Government, 
which when not complied with brought a 
vast horde of Cossacks over the borders to 
enforce the will of the Czar’s cabinet. There 
is ample reason to believe that no American, 
invited by a foreign power to reorganize its 
fiscal affairs, ever witnessed such tumultous 
events and underwent such harrowing ex- 
periences as marked his stay of eight months 
amid the rapidly shifting scenes of intrigue 
and warfare. 

At that time Persia had a general sys- 
tem of levying taxes such as existed in 
Biblical times. The basis of the lard taxa- 
tion was the tithe, the government receiving 
a tenth part of the crops of wheat, barley, 
straw, cotton, rice and oats and other ag- 
ricultural produce. Divided into eighteen 
tax districts with virtually no modern means 
of transportation or communication, Persia 
was confronted with the problem of trans- 
porting, storing and converting the taxes in 
kind into money. The tax collectors, paid 
nominal salaries, waxed rich on their pecu- 
lations. While the middle classes paid their 
levies, there were a number of prominent 
grandees, with large estates, who declined 
to bear the burden of taxation. 

The state of Persia’s finances was point- 
edly revealed to the American Treasurer- 
General when he asked the Minister of Fi- 
nance Muawinu’d-Dwala to turn over the 
bank balances and cash belonging to the 
public treasury. 

“Monsieur Shuster,” His Excellency said, 
“I am ready at once to transfer these impor- 
tant matters to you. Our current account is 
kept with the Imperial Bank of Persia, I 
believe that at present it consists of a defi- 
cit or overdraft of 440,000 tumans.” 


The Gendarmerie Incident 


about to reorganize the Persian 
finances, Mr. Shuster foresaw the need 
for a gendarmerie to cooperate with the 
civilian officers of the Treasury in the 
collection of the different kind of taxes 
throughout the empire because the peculiar 
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conditions of the country would require 
the show of force to back up the demands 
for payment. In Major Stokes, the Mili- 
tary Attaché of the British Legation in 
Teheran, whose four-year term of service 
would shortly expire, Mr. Shuster saw the 
ideal man to instruct and train this armed 
force. 

While Great Britain gave its formal con- 
sent, provided Major Stokes resigned from 
the army, Russia opposed this appointment 
presumably because it feared this might 
lead to the creation of a modern, well-drilled 
army. Subsequently Great Britain, in a 
note verbale, informed the Persian Govern- 
ment if it persisted in the appointment of 
Major Stokes that it would recognize Rus- 
sia’s right “to take such steps as she thinks 
are necessary in order that her interests in 
Northern Russia may be safeguarded.” 
While Persia did not recognize them, the 
British and the Russians claimed “special 
interests” in the empire. 

At this stage the ex-Shah broke the re- 
straint of his exile in Russia, gathered 
around him several thousand followers, in- 
cluding some of the cabinet officers serving 
under the Nationalist régime and attempted 
to regain power. Persia was plunged into 
the throes of civil strife, but the royalist 
forces failed. The confiscation of the es- 
tates of the two Persian princes, brothers 
of the ex-Shah, who had taken up arms 
against the constitutional government, was 
ordered by the Council of Ministers, and 
the Treasurer-General was directed to con- 
vert the properties into the Treasury. The 
Russian Legation protested against the 
seizure on the ground that one estate— 
that belonging to Shuau’s Saltana—was 
rented by two Russians. After the Treas- 
ury gendarmes had taken possession, a de- 
tachment of Russian Cossacks, led by two 
vice-consuls, disarmed the Persians and 
conducted the party under arrest to the 
Russian consulate. Later the Treasury gen- 
darmes displaced the Russians. This cre- 
ated a tense diplomatic situation. Russia 
dispatched an ultimatium demanding that the 
gendarmes be removed from Shuau’s- 
Saltana’s park and that an apology be paid 
for the insult to its consular officers. While 
the Russians were making extensive prep- 
arations for occupying Northern Persia, 
the Persian cabinet voted to acquiesce. A 
second ultimatum was delivered demanding 
the dismissal of Mr. Shuster, an undertak- 
ing by the Persian Government not to en- 
gage in the service of Persia any foreign 
subjects without obtaining the consent of 
the Russian and British legations and the 
payment of an indemnity to defray the ex- 
penses incurred in dispatching troops to 
Persia. 


The Mauser Serenade 


HE Medjlis refused and the cabinet re- 

buffed the proposals. Russian troops 
marched toward the capital. By a coup 
d’ctat the Medjlis was destroyed and a 
de facto government assumed power. The 
new ministry informed the American of 
the recall of his service. Thus ended a 
service of nine months that was tinged with 
a veritable riot of sensations. As Mr. Shus- 
ter commented, life in Teheran during this 
period did not seem “particularly health- 
ful.” “It was not uncommon while sitting 
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in my office to hear bullets whistling over 
the garden from the different street fights 
which were taking place in the neighbor- 
hood,” he said in a recital of his experi- 
ences. A Mauser pistol serenade occurred 
nearly every night.” At one time he had a 
bodyguard composed of 150 men, which 
never allowed him out of its sight day or 
night. 

Mr. Shuster had some consolation in the 
fact that when he departed the government 
had to its credit in money and grain a 
balance of over 600,000 tumans, instead of 
an overdraft, as when he assumed office. 


Thrills in Colombia 


CONSTRUCTIVE effort that had a 
thrilling climax was made by a com- 
mission of American financial advisors last 
summer in the Republic of Colombia—the 
South American country that is the world’s 
largest producer of platinum and emeralds. 
Immediately after Congress had paid the 
first $5,000,000 of the $25,000,000 indem- 
nity that it had voted under the treaty, for 
having taken over the territory through 
which the Panama Canal was built, the 
Government of Colombia requested the State 
Department to assist it in forming a com- 
mission of financial advisors to draft a 
program for the reorganization of 
its financial system. Professor E. W. 
Kemmerer of Princeton University was 
persuaded to head the mission so that Co- 
lombia might be advised on banking and 
currency questions. Professor Frederick R. 
Fairchild of Yale went along as a special- 
ist on taxation and public loans, while H. 
M. Jefferson, formerly auditor in the New 
York Federal Reserve Bank, was included 
because of his knowledge of the practical 
side of banking. Thomas R. Lill, a certified 
public accountant, was in the mission as the 
authority on accounting, auditing and fiscal 
organization. 

Arriving in Bogota about the middle of 
March last year, the commission, within 
twenty-four hours, was hard at work con- 
sidering the program that was to reform 
the republic’s financial scheme. Within a 
few weeks this was whipped into shape, and 
on May 28 President Ospina convened the 
Congress in special session. Readily ac- 
cepting the views of the American advisors, 
the Congress passed nine bills—an organic 
law creating. the Bank of the Republic, a 
general banking law, a negotiable instru- 
ments law, a documentary tax law, a reor- 
ganization of the ministries, a budget act, a 
reorganization of the national accounting 
system, a new system for collecting and 
administering the national income and a re- 
vision of the income tax law. It is doubt- 
ful that any sovereign power ever accepted 
outside counsel with such avidity. 


A Run on the Bank 


| i days after the law had been ap- 
proved providing for the establishment 
of the new central bank of issue, the repub- 
lic was thrown into a panic by the news 
that a run had started upon the Banco Lopez, 
the country’s outstanding financial institu- 
tion. It had branches in several other cities, 
so the alarm spread. When the run con- 
tinued the second day, the largest bank 
in the country was forced to suspend pay- 
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ments in spite of the efforts made by the 
Government to save the institution by ad- 
vancing $500,000 in cash and arranging for 
the purchase of the bank’s property for 
$750,000. While the assets of the Banco 
Lopez safely exceeded the liabilities, these 
were not liquid, and the demands of the 
depositors could not be promptly met. The 
panic spread to other banks. 

At this tense moment President Ospina 
called in Dr. Kemmerer to devise some 
means of stemming the panic. The open- 
ing of the Bank of the Republic was not 
contemplated for several months. The act 
provided that 40 per cent of all subscrip- 
tions to the stock of the bank should be 
paid in ten days before the bank opened. 
Again the bank had no notes, which it might 
issue, It was then Wednesday—the 
eighteenth of July. On the twentieth there 
would be a national holiday, for this day 
happened to be the anniversary of Colom- 
bia’s independence. This led to the happy 
and resourceful. idea. 

In view of the very dangerous situation, 
Dr. Kemmerer persuaded President Ospina 
to issue a decree constituting Thursday, the 
nineteenth, and Saturday, the twenty-first, 
as public holidays. Associated with July 
20 these two holidays practically constituted 
a four-day moratorium—the twenty-second 
being Sunday, during which the banks and 
the government might plan such concerted 
action as might be necessary to cope with 
the threatened catastrophe. 


Quelling a Panic 


WORKING feverishly against time, the 
President, upon the recommendation of 
the American advisors, decided to hasten 
the preparations preliminary to the opening 


of the bank of issue. A provisional board 
of directors for the new bank was appointed. 
The Federal Reserve Bank of New York, 
which held in trust for the Colombian Gov- 
ernment in the form of United States cer- 
tificates of indebtedness the first treaty pay- 
ment of $5,000,000, was instructed by cable 
on July 22 to sell on the market three mil- 
iions of these certificates and deposit the 
proceeds to the credit of the Bank of the 
Republic. 

How to provide the notes for the new 
bank was a perplexing problem. 

Over in Medellin—where the government 
mint was located—there was .$3,000,000 of 
unissued gold certificates. However the dis- 
_tance from Bogota to Medellin ordinarily 
requires about six days’ journey. While 
one of Colombia’s present most marked de- 
ficiencies is a modern system of transporta- 
tion, a German aeroplane line had been es- 
tablished. The decision was reached to use 
this winged vehicle to transport the precious 
cargo. The mission was ‘successfully ful- 
filled and the certificates delivered. They 
were surcharged “Provisional notes of the 
Bank of the Republic,” backed by the $3,- 
000,000 on deposit in New York and issued 
over the counter on July 23 when the cen- 
tral bank opened for business. 

The panic was stemmed, the fears of 
the people quieted and Colombia settled 
down to business as usual. 

“Never before in the history of Colombia, 
and probably never before in the history of 
any other country, has there been realized 
in so brief a period of time a legislative 
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labor so intense, so deep and so transcen- 
dental in importance,” the Finance Minister 
of Colombia declared, in commenting upon 
the work accomplished during the special 
session of the Congress that acted upon 
the program for fiscal reform. 


Cumberland in Peru 


HE countries of Latin America have 

drafted the brains behind the American 
dollar more generously than have the other 
nations of the world. And as these nations 
look more and more to the United States 
for the financing of their ventures, it is like- 
ly that there will be more frequent calls for 
advice. 

Peru today has a banking system that 
was framed by an American—Dr. W. W. 
Cumberland, formerly a trade advisor in the 
service of the United States Department of 
State. 

Dr. Cumberland, under a private contract 
with the Peruvian Government, undertook 
in 1921 to reorganize and improve the ad- 
ministration of the customs service. The 
South American country, with a rugged 
coastline, lacking telephonic communication 
between ports and modern means of ascer- 
taining when imports would arrive at the 
ports of entry, was in need of an up-to-date 
service. It did not collect all of the reve- 
nues to which it was entitled and suffered 
losses through the inefficient handling of 
the incoming cargoes. With the aid of other 
American assistants, Dr. Cumberland suc- 
ceeded in modernizing the customs service 
and improving the administrative machinery. 

During his stay in Peru, a new bank of 
issue was created, based on the principles 
embodied in the American Federal Reserve 
System. So closely was it patterned after 
the successful American system that it was 
called Banco de Reserva de Peru. The law 
provides for a gold reserve of at least 50 
per cent against all outstanding notes and 
the remainder of the reserve up to 100 per 
cent in commercial paper. Dr. Cumber- 
land was appointed manager of the bank 
and remained until he was nominated by 
the President of the United States and ap- 
pointed to the Haitian Government to act 
as financial advisor to the West Indian re- 
public. 


New,Taxes for Ecuador 


HE republic of Ecuador has a tax sys- 

tem that is largely due to the advice of 
another American financial advisor—Dr. 
John S. Hord, who had been the financial 
counselor to Haiti and tax expert to the 
Cuban Government. Due to the terrible 
slump in the price of cocoa, Ecuador, at 
the time of his appointment, was in a real 
financial predicament. Dr. Hord framed a 
new tax program as a means of extricating 
the little nation from its difficulties, which 
called for the introduction of a 1 per cent 
sales tax and the levy of two sucres on any 
individual engaged in business. The new 
taxes were ratified by the Ecuadorian con- 
gress last October. 

A notable example of how American 
brains behind the dollar righted the position 
of a struggling little country is afforded 
by Colombia. When Edison T. Ruan, who 
had been doing work of a fiscal advisory 
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nature in the Philippines, assumed the post 
of the first financial advisor to Panama, the 
Central American republic was running be- 
hind. Mr, Ruan reorganized the system of 
collecting taxes, succeeded in having a law 
passed defining his powers which gave him 
the right to approve all expenditures and 
changed a deficit into a $3,000,000 favorable 
balance within the span of two years. 

Judge Walker W. Warrick, formerly 
Comptroller of the Treasury, succeeded Mr. 
Ruan when he completed his four years of 
service in Panama. 

In Bolivia and Nicaragua—where Ameri- 
can banks have extended loans to the govern- 
ment for a variety of purposes—there are 
American financial advisors, appointed under 
the terms of the loan contract. A _ high 
commission of three members, two of whom 
are Americans receiving the unofficial en- 
dorsement of the Secretary of State of the 
United States, controls the financial outlays 
of Nicaragua, as the budget is regulated by a 
set plan. 

American banks in 1922 contracted to loan 
the Bolivian Government $33,000,000, to be 
used in consolidating the outstanding in- 
debtedness, constructing railroads and in 
effecting other public betterments. Under 
the terms of the contract, a commission of 
three, two of whom were to be Ameri- 
cans, would supervise the expenditures of 
the dollars and see that Bolivia complied 
with the requirements laid down by the 
financial institutions. Tin mining being 
the principal industry of the South Ameri- 
can country, and prices ruling high, Bolivia 
is enjoying great prosperity today. New 
taxes, levied to provide revenues to meet 
the office of the loan, have been levied there, 
and the consumption of alcohol has been 
stringently restricted because the only work- 
ers who can mine tin at the high altitudes 
are the natives. They were suffering such 
bad effects from the drinking of liquor that 
the government passed a law placing dras- 
tic restrictions upon its use, realizing full 
well that if they died off there would be 
none to carry on this vital industry. 


China Given Advice 


VER in the Far East, the aid of Ameri- 
cans has frequently been sought by 

the Chinese Government in its seemingly 
vain attempt to work out financial salvation. 
Dr. Frank Johnson Goodnow, president of 
Johns Hopkins University, and the late Paul 
Reinsch, Minister to China, served in the 
role of advisors to the Chinese Government. 
Some of the best financial minds of America 
collaborated with the financiers of other 
countries in working out the Consortium, 
which has not yet crystallized into. an ar- 
rangement that will put China on her feet. 
The present money system of Japan is, in 
itself, an acknowledgment of the soundness 
of the American system. Headed by Prince 
Ito, the Far East empire, during the first 
administration of President Grant, sent a 
commission to the United States to study 
American finance. At the request of the 
President, Henry Clews, the late Wall 
Street banker, served as friendly advisor 
to the commission. Although it made a 
far-reaching investigation of the financial 
systems of each of the major nations, the 
mission urged the empire to pattern. its 
money and currency after the American 


May, 1924 


AMERICAN BANKERS ASSOCIATION JOURNAL 


703 


scheme. It was Mr. Clews who personally 
awarded the contract to a New York bank 
note company for the engraving of the Jap- 
anese currency. 

Over in far-off Malaysia, an American— 
Francis B. Sayre—serves as advisor to the 
King of Siam. While he is termed an ad- 
visor on international law, Mr. Sayre is 
doubtless consulted on the fiscal affairs of 
the country, where ticals and 2-salung pieces 
flow in trade and commerce. 


Persia Tries Again 


ROMANCE in fiscal affairs that is en- 

gaging the attention of the various 
nations is now being staged in Persia by 
Americans. Thus far it has not been at- 
tended by the turbulence that marked the 
brief stay of W. Morgan Shuster, but the 
results obtained indicate that the old king- 
dom of the Lion and the Sun may yet be 
established on a firm financial basis. 

The repudiation of the Anglo-Persian 
agreement of 1919 by the Teheran govern- 
ment two years later and the dismissal of 
the then British financial advisors from this 
post were followed by the renewal of the 
request at the American State Department 
that another American, with an administra- 
tive staff, be sent to Persia to reform the 
fiscal system and plan for the economic re- 
construction of the country. After conver- 
sations with the Persian Minister at Wash- 
ington, Secretary of State Hughes sanc- 
tioned the engagement by the Teheran gov- 
ernment by Dr. Arthur C. Millspaugh, then 
economic advisor at the Department of 
State. Arriving in November, 1922, at the 
capital with his staff of experts in banking, 


taxation and administrative affairs, Dr. 
Millspaugh entered upon the five-year con- 
tract period under discouraging conditions. 
More than the entire revenues of the govern- 
ment were being spent upon a poor-equipped, 
badly organized army. The treasury was 
empty. The outlying provinces not only 
refused to pay taxes to the central govern- 
ment, but chased the collectors who came 
to seek payment out of their borders. The 
movement of freight and supplies along the 
caravan trails were fraught with great haz- 
ards as robber bands preyed upon this com- 
merce without fear of the mythical armed 
forces. 

Arriving at the conclusion previously 
reached by Mr. Shuster, Dr. Millspaugh saw 
that only by superior force of arms could 
the rebellious tribes be subdued and the 
powerful tax-dodgers required to contrib- 
ute their part of the nation’s upkeep. So he 
set about to build up an effective arm for 
the enforcement of the law of the land. 
Happily he selected as a medium for this 
objective Riza Khan, a figure who within 
three years amid the crumbling of cabinets 
has risen to be a more powerful figure than 
the Shah himself. Although once a pri- 
vate in the Shah’s bodyguard, the present 
Premier of Persia and its Minister of War 
has developed an army of three full divi- 
sions, with tanks, airplanes, mobile artillery 
and other modern aids of warfare at his 
command. A camel corps has been organ- 
ized to keep the desert stretches free of the 
plundering brigands. His success in mak- 
ing the outlying provinces amenable to the 
will of the central government has been 
amazing, for he pacified the rich province 
of Khorassan, made the long-defiant city of 


Getting New Business Through Contests 


HE First National Bank in St. Louis 

] with its affiliated institutions, the First 

National Company and the St. Louis 
Union Trust Company, recently closed an 
employees’ savings contest which produced 
9800 new savings accounts with total de- 
posits of $800,000. 

The program of the drive, which lasted 
eight weeks, was staged on an electric ba- 
sis and discussed in electric terms. It was 
known as the “Employees Live Wire Sav- 
ings Campaign,” and it was inaugurated 
with a banquet for all employees, at which 
the plan, conceived by Frank Fuchs, ad- 
vertising manager, was announced by Vice- 
president M. E. Holderness. 

Four units, or generators, were brought 
into action. Each unit was named for a 
nationally known electrical company, and 
each generator was managed by a “chief 
electrician.” Since wires are a highly im- 
portant part in the construction of a genera- 
tor, each unit was made up of approxi- 
mately 175 wires (employees). 

To become a “live wire” it was necessary 
for the employees to bring in at least one 
new savings account. Immediately upon 
qualifying as a “live wire” the employee 
received a “live wire” bronze button. An 
employee without a button was considered 
a “dead wire.” Naturally, none of the em- 
ployees wanted to be classed in the “dead 
wire” group. 


The employees stayed at their posts dur- 
ing banking hours, although some got away 
for short periods to secure savings accounts. 
They were busy soliciting during noon hours 
and evenings, and many did a great deal 
of effective work while on duty. Many 
employees sent letters to their friends whom 
they could not see personally, and inclosed 
introductory cards bearing their signature. 
In this way hundreds of accounts were 
brought in. 

At different intervals during the contest, 
the employees of all generators were assem- 
bled in the main lobby of the bank, where 
“pep” talks were given, and in order to keep 
the employees well informed regarding the 
details of the contest, a weekly paper called 
“Sparks” was published. In the Savings 
lobby a “Test Board,” 8 x 10 feet, was 
erected, featuring various items of interest. 

Interest in the contest was stimulated 
among the employees by the use of team 
prizes, individual prizes, a special prize for 
girls, bonuses and special bonuses, and prizes 
offered individually by President F. O. 
Watts and N. A. McMillan, chairman of 
the board. 


HE campaign served four purposes: 
First, it gave to each of the employees 
a most unusual and profitable opportunity 
to demonstrate his or her own personal 
ability and was also a challenge to learn 


Resht a tax-paying unit, disarmed the fierce 
Bakhtiaris and invaded the stronghold of 
the powerful Shiek of Mohommereh and 
put him on the list of taxpayers. The Sheik 
turned over $100,000 in back taxes to one of 
Dr. Millspaugh’s collectors and agreed to pay 
$400,000 more that was in arrears. It now 
seems that the Teheran government can 
back up its demands for taxes with an iron 
fist; and this means that there is going to 
be money in the treasury to pay the expenses 
of running the country. 


HE headway that the Americans have 

made during their stay in Teheran is 
indicated by the announcement that a na- 
tional budget has been established and the 
income for the current fiscal year will be 
$20,700,000 against authorized expenditures 
of $20,661,500. The Parliament has author- 
ized the government to lease the rich oil 
fields in the northern provinces to an Ameri- 
can company on its promise to float a $10,- 
000,000 reconstruction loan in the United 
States. Indeed, the extent to which the 
people of one of the world’s oldest nations 
are looking toward those of the richest for 
the means of modernizing their country is ad- 
mittedly great. The Medjlis last year au- 
thorized its Minister of Finance to nego- 
tiate a loan of $40,000,000 in the American 
market. 

With all signs pointing to the world set- 
tling down to a pacific state, where there 
promises to be a stability that will give 
security to the loan of money, it is interesting 
to speculate what part the dollar—and the 
brains behind it—will play in the next big 
chapter of development. 


how to secure new business. Second, it 
had a tendency to vastly increase the public 
good will. Third, it gave the employees an 
opportunity not only to secure the old- 
fashioned savings account, but to sell the 
public “The Ten Per Cent Club,” a new 
idea in banking. Fourth, it developed the 
“Save Where You Work Plan.” Hundreds 
of new savings accounts were secured from 
the employees in industrial plants. This 
method was so successful during the con- 
test, the bank decided to adopt it perma- 
nently. 


"TRE Guardian Savings & Trust Company 
of Cleveland, through a new business 
contest participated in by its 625 employees, 
recently brought in a total of 8728 accounts, 
totaling $5,540,235. Of these 8388 were 
new savings and checking accounts, with 
initial deposits of more than $3,723,000; 
trust funds and other items of new business 
numbered 340, with a total of $1,817,000. 

This contest, directed by a committee of 
which Vice-President A. R. Fraser was 
chairman, was visualized as a transconti- 
nental motor bus race, participated in by 
thirty groups or make-believe bus loads. 
Each new account carried the team’s car 
thirty miles. The first objective was Los 
Angeles; the second, San Francisco, and 
the last, Cleveland. It took 214 accounts 
to get a bus home. Those buses which 
reached Cleveland before the end of the 
contest went “joyriding” to Florida and then 
North along the Atlantic seaboard. 


Fifty Years of the Varying Value 


of Gold 


By CARL SNYDER 


A New Index of the Average Purchasing Power of Money 
Shows That the: General Level of All Prices for Commodities, 
Wages, Rents, etc., Is Now Still Above Close of War, and 
Above the Forty Years Pre-War Average. 


127 per cent 


WENTY -SIX years ago the Balti- 

more & Ohio Railroad brought out 

what was then a very heavy issue 

of refunding bonds, totaling some- 
thing like a quarter of a billion, bearing 
interest at the very low rate of 3% per cent. 
These bonds are to be repaid next year. 
What are they worth? 

The average man would answer, since 
the bonds will undoubtedly be paid in full, 
“Very close to par.” Holders may be 
asked to take other bonds in their stead, 
and this brings them now to a very slight 
discount. But the average man would here 
be thinking in terms of money. These 
bonds are worth in dollars just what they 
were at the issue date. 

But supposing, instead of their value in 
dollars, we consider their value in goods 
or in command of other people’s services. 
We should have then a very different story. 

What $100 would buy in goods and ser- 
vices in 1898 was more than twice as much 
as what it would buy now. The buying 
power of the dollar has been more than cut 
in half. 

According to the new index of the value 
of money here to be described, $71 in 1898 
would, on the average, buy as much ni 
human satisfactions as $181 would buy 
this year, or, in other words, what $100 
will bring now is only equivalent to about 
what $40 would purchase in 1898. How 
much then has the Baltimore & Ohio bond- 
holder gained from his investment? 

If his bond has, in these twenty-six years, 
lost 60 per cent of its purchasing power, 
this would be equivalent to the interest for 
seventeen years. In other words, for seven- 
teen out of the twenty-six years he has 
received practically nothing. 

The case is the same with a savings 
account, or life insurance, or any other 
form of investment at a fixed rate of in- 
terest. The man who put $100 m the bank 
in 1898 and draws it out now, if he has 
taken his interest annually, gets back a 
dollar that will buy only on the average 
about 40 per cent as much of tue things it 
would buy when he put it in. 

Conversely, the bank or the borrower, or, 
in the present case, the Baltimore & Ohio 
Railroad, has on this basis paid no interest 
for the larger part of the term. What the 
investor and the lender have lost the rail- 
toad has gained. 

But how does this affect bankers? I 
remember once hearing a banker say, “I 
have no interest in all this talk of the de- 


preciated dollar. A dollar is just a dollar 
to me. I get my 6 per cent, year in and year 
out, just the same.” 


A Banker’s Investment in 1898 


S this true? Supposing a banker had 

invested his capital in 1898 and, after 
paying himself such an average salary as 
his abilities would command, had made, let 
us say, a net of 5 per cent on his money. 
The average bank, taken over a sufficiently 
long period, does not usually earn much 
more. 

If, now, the banker retires and withdraws 
his capital, he, too, will find that its buying 
power has declined by some 60 per cent 
or, what is the same thing, the income from 
it will buy him only about 40 per cent as 
much in goods and services as when he 
began. 

It may be held that the average interest 
rate is now much above what it was in 
1898, and this is true. But this is a tem- 
porary condition. It is not true over a 
sufficiently long period. Taken over the 
last fifty years, there have been low inter- 
est periods, like 1898, and high interest 
periods, like the present, but the average 
has remained the same. There has been 
no permanent up or down “trend.” 

It is also true that 1898 was a period of 
very low prices and values of all kinds; 
in other words, a time when the value or 
buying power of the dollar was very high. 
It was, in fact, then very near to the high- 
est of any point in the last half century, 
and goods and other values very near to 
the lowest point. 

And before this point of very low values, 
which came about the time of the famous 
Bryan Free Silver campaign, in 1896, there 
was a long fall in prices and values; in 
other words, a long rise in the value of the 
dollar. This long fall of prices began about 
the close of the Civil War, when prices 
(in currency) were very high, and con- 
tinued with spells of diverse trend for 
more than thirty years. 

In other words, roughly speaking, mone- 
tary history since the Civil War has been 
divided into about thirty years of falling 
prices and rising dollar power, and some 
thirty years of rising prices and falling dol- 
lar power. And many believe that we shall 
now have a long period of falling prices, 
just as we did after the Civil War, and 
that the investor and the saver and the 
holder of capital will recover some part, 
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at least, of the heavy losses they have un- 
dergone. 

But it is worth noting that we are now 
five and a half years away from the end 
of the World War, and in the last year and 
a half the average of prices has been rising 
rather than falling. Five and a half years 
after the end of our Civil War the decline 
in values had been very great. Actually 
the average’ purchasing power of the dollar 
is now not below, but six points or 3 per 
cent above what it was when the Armistice 
was declared. An almost universal ex- 
pectation has so far not been realized. 


Getting at the Change in Values 


T is time now to ask, how can all these 

matters be so closely measured and how 
have these percentages of rise and fall been 
obtained? And some who are familiar 
with the subject will wonder somewhat at 
the statements made. 

The simplest way of getting at a change 
of values is, of course, just to take the 
run of prices for a great many different 
things and make an average for these, and 
compare this average with those of other 
years. And for a long time this was the 
only method employed. 

The most accessible and reliable prices 
are, of course, those of goods at whole- 
sale. Retail prices vary widely by localities, 
and may be very different even from one 
part to another of a large city. But every- 
one can read in the newspapers what was 
yesterday’s price for spot cotton, or for 
cash wheat, or for pig iron at a Pittsburgh 
base, and so on through a long list. It is 
from such a long list that our familiar 
price averages, like those of Bradstreet’s 
or Dun’s are made up. The longest list of 
all, the widest sampling, and therefore the 
most reliable, is that of the Department of 
Labor index of prices at wholesale, which 
now includes over 400 commodities. 

But prices of goods are not the only kind 
of prices in the country. Prices for labor 
and for services and for transportation and 
for hundreds of other things are far more 
important, because, after all, it is the labor 
cost which in the end chiefly determines the 
cost of various products and commodities. 
And then there is another set of prices 
which, in our cities and for the urban popu- 
lation, now equalling more than half of 
the whole population of the country, is 
very important, and that is the question of 
rents. 
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The General Price Level for More Than Forty Years with Wholesale Prices and 
Wage Comparisons 


So if we wish to gain a really accurate 
measure of the purchasing power of money 
we must take into the measure as far as 
possible every kind of price, and these in 
the proportion in which these prices enter 
into the total payments of all kinds for the 
whole nation. 

The total payments of the nation now 
run to some 600 or 700 billions of dollars 
per year. The total of bank clearings, or 
rather of all bank checks drawn, now runs 
very close to 550 billions of dollars, and 
besides this are all the payments made with 
actual currency, or what most people call 
“money,” which amount to a sum that we 
know only vaguely. 

An absolutely accurate average of all 
prices, then, would be the actual average 
of every one of all these millions and mil- 
lions of payments. But this we can only 
get at indirectly, and by the usual methods 
of sampling. We now have our excellent 
indexes of commodity prices at wholesale, 
like the Department of Labor index, and 
others from the same source, as to the 
retail prices of foods and also as to the 
average cost of living in a worker’s family. 
And then we have many other inquiries 
that have been made as to the course of rents 
in cities and the cost of building construc- 
tion and other things. 


No Guide Until Recently 


F we knew how to put together these 

various indexes, “weight” them, as the 
phrase goes, then we should have a very 
good approximation. But it happens that 
cnly very recently have we had any guide 
as to how this weighting should be done, or 
any test as to the accuracy of the result. 
Such a test was provided in a very round- 
about way. 

In this Journal for last December, I 
described a new index of the Volume of 
Trade, prepared by the Statistics Depart- 
ment of the Federal Reserve Bank of New 
York. This was a painstaking effort to 
combine all the monthly data as to the pro- 
duction of goods, transportation, distribu- 
tion at wholesale and retail, and financial 
and commercial activity of all kinds into a 
single, weighted index, comparing trade 
from year to year. It actually represents 


a composite of fifty-six independently com- 
puted indexes, or measures of trade activity. 

But the results which it gave differed so 
much from some of our familiar ideas 
that almost inevitably there was some ques- 
tion as to whether this was a close ap- 
proximation to the actual facts. It was, 
therefore, very reassuring that we should 
have been able to find another and quite 
independent measure of business activity 
which coincided closely, both in percentages 
of variation and in point of time, with 
our index of the Volume of Trade. This 
new index was derived from a measure of 
the rate of turnover of bank deposits, the 
so-called “velocity,” which meant nothing 
more than dividing the total of all checks 
drawn by the average of deposits for a 
given month. A full description of this 
new index, with charts, was given in the 
February number of this Journal. It 
seemed to leave, then, very little doubt 
that we now have two very reliable meas- 
ures of the variations in the nation’s trade 
within the last five years. 

We also have, from independent sources, 
very good measures of the growth of pro- 
duction in the main lines of industry over 
a long series of years. One of these, pre- 
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pared by the Statistics Department of the 
Bank, extends back over half a century, 
and from these we know what is the aver- 
age rate of growth through this period in 
the total of the nation’s production. This 
also gives us a very good idea of the 
average rate of growth of trade, since 
trade is nothing more than the transport 
and distribution, through the various chan- 
nels, of the total of goods produced. 


Rate of Growth Per Annum 


rate of growth proved to be close 
to about 3% per cent per annum, vary- 
ing, of course, with good times and bad. 
Now, if there were no changes in the gen- 
eral level of prices, or wages and salaries, 
or rents and other things, then pretty clear- 
ly the total of payments by bank checks 
would grow at about the same rate as the 
growth of trade. We should have to make 
some allowance, probably, for the increased 
use of checks in making payments, but care- 
ful consideration has shown that the use 
of checks has apparently grown very little 
in the last quarter of a century, or more. 
We had already developed this device to a 
high point a good while ago. 

It follows from all this that if we were 
to take the total of check payments as re- 
ported and compare these dollar figures 
with what would have been the amount at 
an even growth, from some base period, 
at a rate of 3% to 3% per cent, we should 
have a rough measure of the variation in 
the price levels. 

Now, it was not difficult to compute such 
a line of growth in the pre-war period, and 
then extend it on through the last ten years. 
In these ten years we have had an especially 
violent rise in prices, and then a heavy fall, 
and these wide variations provided a very 
good test for making an index of average 
payments or prices. We know very definite- 
ly, from the figures as to production in all 
the chief lines of industry, that the rate 
of growth of production, and therefore of 
trade, in the last ten years presents no 
marked change from the trend of the pre- 
vious forty years. The actual rate of growth 
for the past decade has been, if anything, 
a little below the rate for the preceding 
decade or two. So, then, the price averages 
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from year to year had to be such as to 
reduce bank clearing figures—deflate them, 
as we say—in such fashion that they wou'd 
prolong the trend of, previous years 
throughout this period without any break. 

But there remained a more sensitive test 
still. Bank clearings or check payments, 
if there were no variations in prices, should 
also be a very accurate index of business 
activity, or the volume of trade, and have 
long been so regarded. In other words, 
the variations in clearings, or check pay- 
ments, should provide us with an indepen- 
dent measure, which should agree very 
closely with the other two which I have 
already described. 

And this was precisely the result which 
-> reached; and this new measure of trade 
has been employed to compute a new pic- 
ture of trade activity within the last half 
century. 

The new index of average prices, or, 
more accurately, of the General Price Level, 
which has been worked out in this manner, 
is given in the accompanying chart. With 
this, for comparison, is also shown the in- 
dex of commodity prices at wholesale, and 
likewise a composite index of the average 
of wage payments. A third component, 
representing retail prices, rents and other 
items entering into the average cost ot 
living, is not shown because it has in gen- 
eral tended to run very close to the aver- 
age of all prices. 

Taken as a whole it will be seen that the 
variations in the General Price Level 
throughout the forty years precéding the 
World War were relatively not very great. 
Expressed in index numbers, and taking 
the average for 1913 as a base of 100, the 
range of the annual averages was between 
71, the low point for 1878-79 and also for 
1896-’98, and 100 in 1913. If we take the 
average for these forty years, it comes 
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out at an index figure of 80 on this scale, 
so that the greatest variation from this 
forty-year average was from a little over 
12 per cent below, in the seventies and 
nineties, to about 25 per cent above, in 
1912-13. 

Then came the great concussion of the 
War, and the post-war boom which carried 
the annual averages up to an index of 213, 
or to 166 per cent above the pre-war aver- 
age of forty years. 

Since this high point, which was reached 
in 1920, the index declined to an average 
for 1921 of 70 per cent above the 1913 
base, and has since risen slowly to 182, the 
latest monthly figure obtainable. The index 
for November, 1918, stood at 175, so that 
the average is now, as noted, still above 
the close of the War. 


Present Index Number 227— 
Not 182 


| then, we were to take the forty-year 
average instead of the familiar base of 
1913 (the latter chosen for no reason in 
the world save that it happened to be the 
last “normal year” before the war) our 
present index number would be something 
like 227, and not 182. This would mean 
that the decline in the average purchasing 
power of the dollar, from the forty-year 
pre-war average, would now amount to 
about 56 per cent, in other words, that we 
now have, compared with this pre-war 
period, the equivalent of a 44 cent dollar. 

It is for the economists to speculate, as 
they love to do, upon the causes of these 
wide variations, but perhaps the day is 
not far distant when we shall have more 
definite knowledge, and that this much 
mooted question shall be no longer the 
panjandrum of disputation which it still 
remains after more than a hundred years 
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of lively controversy and_ discussion, 

We have at least one interesting result, 
and that is an inference from the fact, that, 
according to the available measures of the 
activity of bank deposits, this varies, as al- 
ready noted, very closely with the short 
period fluctuations in trade that have 
received the name of the business “cycle.” 
This means that we are no longer required 
to believe that swings in price levels are 
due to changes in business activity, since 
if the varying volume of exchanges of the 
nation, effected by money and credit, is 
compensated by a corresponding change in 
the rate of deposit activity, the volume of 
business would appear not to be a potent 
factor in influencing price levels. 

And this would suggest, too, that we 
have no need to imagine a “cyclical varia 
tion,” at least in the general price level, 
as many economists have contended. And 
this is exactly what appears from the new 
index of the General Price Level. No such 
“cyclical variation” seems evident in it. It 
is quite true that commodity prices at 
wholesale seem to swing somewhat in 
waves, and Prof. Persons of Harvard, has 
ingeniously revealed a particular series of 
ten. commodities whose wholesale price 
seems to vary in a remarkably even cycle. 
though, curiously enough, they did not fol- 
low the general trend of prices. But this 
wave characteristic grows less and _ less, 
evidently, as we take in a wider range of 
price measurements, until finally it seems 
to vanish altogether. 

This would also appear to mean that, if 
the average of all prices or payments has 
varied so little save over wide periods, and 
so slightly from month to month or quarter 
to quarter, the influence of ,business senti- 
ment, or, aS we say, of business feeling, 
can scarcely be as great as many have sup- 
posed. 


Shape Plans for 50th Anniversary 


LANS for a fitting celebration of the 

fiftieth anniversary of the American 
Bankers Association began to take shape 
at the spring meeting of the Executive Coun- 
cil when it approved the report submitted 
by Lewis E. Pierson, chairman of board, 
Irving Bank-Columbia Trust Company, New 
York City, embracing definite suggestions. 
Mr. Pierson said that if the anniversary 
could be made the occasion for giving to 
the public a better knowledge of the Asso- 
ciation’s aims, the celebration would prove 
of practical benefit in addition to its com- 
memorative features. 

Inasmuch as the Association in 1925 will 
have rounded out a half-century of activity, 
Mr. Pierson proposed that the President, in 
his address at the annual convention, shou'd 
review the history and achievements of the 
Association and point out its continuous 
beneficial influence upon the commercial 
and financial progress of the country dur- 
ing that time. 


S a part of any session or sessions of 
the celebration, Mr. Pierson suggested 
that it might seem advisable to consider 
emphasizing the influence of the American 
Bankers Association upon the formation and 


growth of the state bankers’ associations, 
the growth and activities of the agricultural 
committees of the various state associations 
and upon the achievements of the American 
Institute of Banking. At this time he sug- 
gested as a feature of value the securing and 
announcing of a number of scholarship 
endowments for Institute students through- 
out the country. The influence that the As- 
sociation has exerted through the work of 
the Commission on Public Education well 
might be emphasized, he said. 

“The above activities of the American 
Bankers Association might be further em- 
phasized at the time by inviting to the plat- 
form the presidents and secretaries of the 
state bankers’ associations, with a leading 
address by one of the state presidents, who 
might review the activities of the state 
bankers’ associations; and likewise inviting 
to the platform members of the agricul- 
tural committees of the various state asso- 
Ciations, with a speaker selected to point out 
the helpful influence of both the national 
and state associations upon the progress of 
agriculture,” Mr. Pierson said. “In similar 
manner an invitation to the platform to 
the Presidents of the chapters of the Ameri- 
can Institute of Banking, with a speaker to 


review the work and achievements of the 
institute during its existence, similarly rec- 
ognizing committees on public education, with 
a speaker to review the achievements along 
those lines. 


6¢9QRY following some such plan as has 
been outlined above, it would seem 
possible for the Association at its fiftieth 
anniversary to place before the  publi- 
through the newspapers an interesting and 
constructive history of the Association’s ac- 
tivities, which would be far more helpful 
than the publication of an official book that 
would be read only by a limited number. 
“Should the Executive Council generally 
approve of the suggestions I have outlined, 
it is suggested that, in order to secure co- 
operation and provide proper publicity, the 
Council might consider adding to the mem- 
bership of the fiftieth anniversary com:nit- 
tee additional members now active in the 
Association’s work, such as the chairman of 
the Economic Policy Commission, the Agri- 
cultural Commission, the Commission on 
Commerce and Marine, the Committee on 
Public Education, the Public Relations Com- 
mission and perhaps the president of the 
American Institute of Banking.” 


A Paymaster of Reparations 


By EDWIN L. JAMES 


Important Task of Regulating Transfer of Billions From 
Germany to Allies So as to Keep Mark Stable Probably Will Be 


Intrusted to American Banker. Agent to Control $375,000,000 


OST-WAR economic developments 
have brought into bold relief the 
innate difficulties of the transfer of 
large sums of money from one na- 
tion to another. All the gold that exists 
would pay only a fraction of the inter- 
national debts owing, and if the creditor 
nations could get all of the yellow metal 
within the borders of the debtor nations, 
they not only would not better their own 
immediate position to any appreciable ex- 
tent, but they would 
ruin their prospects 
of further collection. 
Statesmen and _ poli- 
ticians are now com- 
ing to realize what 
economic and finan- 
cial experts told 
them all along, 
namely inter- 
national debts in the 
long run can be paid 
only by the export 
of materials and fin- 
ished products, rep- 
resenting raw mate- 
rials plus labor. 
That does not mean 
necessarily that the 
creditor nation re- 
ceives such exports 
directly ; but it does 
mean that the largest 
part of what is 
owing the creditor 
nation must be paid 
by the surplus of ex- 
ports over imports 
of the debtor nation, in any case. 

The Dawes plan for the payment of rep- 
arations is the first of the reparations plans 
drafted since the war which faces this prob- 
lem squarely. Ever since the Treaty of Ver- 
sailles went into effect, Allied statesmen 
have been drafting plans by which Ger- 
many could pay reparations, setting down 
cash sums from one billion to three billion 
gold marks annually, and leaving it to luck 
as to how these payments were to be made 
in practice. This is no indictment of the 
Allied statesmen, for their answer would 
certainly be that they left the matter to Ger- 
man ingenuity. But Germany’s ingenuity 
since the war has not been devoted to the 
payment of reparations; the evidence, on 
the contrary, is that it has been devoted to 
avoiding the payment of reparations. But 
be that as it may, the whole world knows 
that previous plans for the payment of repa- 
rations have not worked. When General 


Dawes and his colleagues tackled the repara- 


Annually in Cash Payments. 


tions problem, they quickly came to the con- 
clusion that a Germany whose national debt 
had been wiped out by the debacle of the 
mark could bear a large reparations burden 
by substituting this debt, in principle, for 
the obligations incurred by the Berlin gov- 
ernment for the conduct of the war. Not 


only had the German government’s debt been 
wiped out, but the obligations of German 
industry had passed into nothingness when 
the mark fell to zero. 


That meant that 


The three Americans who helped draft the plan for solving the Reparations tangle upon 
their return to New York—Owen D. Young (left), Charles G. Dawes and Henry M. 


Robinson (right) 


German firms did not have to add to the 
cost of production the interest and sinking 
fund charges on their bonded indebtedness, 
as English, French and American firms 
would have to do, for the good reason that 
this bonded indebtedness no longer existed. 
Therefore, reasoned the experts, German 
industry was really able to bear more taxa- 
tion than French or British industry. 

The experts soon calculated that if the 
German national debt had not been wiped 
out, the German taxpayers would have 
had to raise some five billion marks an- 
nually to meet its charges. They also 
figured that if Germany paid taxes pro- 
portionate to those paid by England and 
France to meet their domestic war debts, 
the German taxpayers would have to hand 
over some six billion marks a year. 

Therefore, the experts reason that so far 
as the German taxpayers went, a very mod- 
erate application of the principle of taxa- 
tion of the Germans commensurate with the 
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May Send Mark Up or Down. 


taxation of Allied nationals, which princip'e 
is laid down quite clearly in the Treaty of 
Versailles, would result in large receipts for 
the purpose of meeting the reparations bill. 

A basic part of their plan being the do- 
tation of Germany with a sound money, to 
be put out by a bank of issue with a gold 
reserve, they turned their attention to fig- 
uring how much Germany could pay a year 
and arrived at the minimum normal fig- 
ure of two and a half billion marks a year, 
to be increased by 
application of the in- 
dex figure of Ger- 
man prosperity. 
They allowed re- 
duced figures for the 
first four years, to 
be known as a recon- 
struction period. The 
opinions of the ex“ 
perts varied as to the 
amount which: woul: 
ultimately ‘be 
duced, thefr esti- 
mates running from 
three billion ‘marks 
to four billiom marks 
annually: In reality 
the burden on the 
budget was made 
less in that it was 
provided that 660,- 
000,000 marks a year 
chou!d come from 
the earnings of the 
railroads, and 300,- 
000,000 marks a year 
from interest on a 
system of mortgages to be placed on German 
industry, which, in a way, would compen- 
sate the windfall benefits of German in- 
dustry through having its indebtedness abol- 
ished through the fall of the mark 

Under the Dawes plan, all of the money 
toward reparations should -pass 
into the “New Bank” to be set up. Nat- 
urally, a large part of German reparations 
would be paid by deliveries in kind—coal, 
for example—and it is the Dawes idea that 
Allied nations wishing deliveries in kind 
should check against the Allied balance in 
the bank, and against these checks German 
industrialists who made deliveries to the 
Allies would be paid paper money of the 
bank. But it is certain that some of the 
Allies and particularly France, the largest 
creditor of Germany, would wish consid- 
erable cash. 

Instead of leaving this difficult and deli- 
cate transfer of German money to the Allied 
nations, without limitations, which on one 
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View of the Reparations Commission with the experts who drafted the Dawes plan. Charles G. Dawes is standing immediately to 


the left of the central figure seated around the table, while Owen D. Young is on the left of General Dawes. 


hand would give rise to the danger of an 
inordinate demand for cash affecting the 
value of the German money, if too much 
were thrown on the international money 
market and thus upset the German stabil- 
ity which the experts were striving to es- 
tablish, and on the other hand might open 
the way to the Germans to try once again 
to escape their obligations in the deteriora- 
tion of their money, Dawes and his col- 
leagues created a paymaster of repara- 
tions, a man, who, at the head of a com- 
mittee, should have the power to make these 
transfers from Germany to the Reparations 
Commission in a wise and careful manner. 
His title is to be “The Agent for Repara- 
tions Payments,” and his committee is to 
be composed of five financial experts rep- 
resenting the Allied Powers and the United 
States, if Washington does not regard this 
as being too “entangling.” 

Figuring that Germany can raise three 
billion marks a year for reparations, and 
that 50 per cent is to be paid in kind and 
the remaining 50 per cen in cash, this would 
mean that “The Agent for Reparations Pay- 
ments” would have the control of one bil- 
lion and a half marks a year, or, if the 
mark can be kept at its normal value, a sum 
equal to $375,000,000. It can be seen that 
this official would protect Allied as well as 
German interests. For if it is to the inter- 
est of Germany that the transfer of these 
sums be made in a way which will not ruin 
her fiscal system, it is also to the interest 
of the Allies that the marks they hold in 
the German bank shall buy as many dollars 
and pounds as possible. The Dawes plan 
says of the members of the committee, 
headed by “The Agent for Reparations Pay- 
ments”—“They will control the transfer of 
cash to the Allies by purchase of foreign 
exchange and genetally so act as to secure 
the maximum transfers without bringing 
about instability of currency.” 

It is evident that in the last analysis the 
factors which will determine the ability 
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of the Agent to transfer German money to 
the Allies will depend first and foremost on 
German trade abroad. With the coopera- 
tion of the Berlin government it is perfectly 
apparent that a very large part of the for- 
eign moneys held by German exporters 
(which in reality will represent the surplus 
of exports over imports, including invisible 
exports) can be made available for pur- 
chase by the Agent, through the “New 
Bank,” if the bank’s money keeps its value. 
The Agent will also be in a position to 
get hold of the income from German in- 
vestments abroad, estimated by the McKenna 
committee to be in the neighborhood of eight 
billion gold marks, or two billion dollars. 
He will also be able, of course, to trade 
on the exchange quotation of the German 
device, whenever that exchange quotation 
should be equal to or exceed the gold value, 
which eventuality, in turn, will naturally de- 
pend on the state of German foreign trade. 

But the experts foresaw the possibility 
that these factors might not give the Ger- 


Dwight W. Morrow of J. P. Morgan 
& Co., who is mentioned as a possible 
appointee under the Dawes plan. 
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man money, back of which is to be a one- 
third gold reserve, sufficient strength to 
stand the transfer of all moneys which 
might currently accumulate, and so the 
Agent is given power to hold in Germany 
whatever sums cannot be transferred with- 
out endangering German money. He is au- 
thorized to use these funds to make loans 
or to buy property until such time as the 
transfer may be safely made. However, a 
limit of five billion marks is placed on these 
accumulations, so that if that amount ac- 
cumulates, the German payments are auto- 
matically suspended to a degree, which, it is 
calculated, will tend to increase the strength 
of the German money and thus bring about 
a situation when transfers of large sums 
may be again resumed. 

The experts admitted that in framing this 
new machinery, the lack of which had 
brought failure to all other reparation plans, 
they posed many new problems. Sir 
Josiah Stamp, who handled in such a mar- 
vellous fashion the problem of war taxa- 
tion in Great Britain, is the author of the 
following paragraphs, which appear on page 
27 of the report of the Dawes Committee: 

“We do not deny that this part of our 
proposal will present difficulties of a novel 
character which can only be solved by ex- 
perience. But what are the alternatives? 

“In order that no difficulties with exchange 
or stability can possibly arise, the sum pay- 
able for reparation may be definitely fixed 
at such a figure as is certain beyond all doubt 
to be within Germany’s capacity to export in 
excess of her imports. In this case the at- 
tainment of such certainty would involve 
so low a figure as to be quite inacceptable 
to her creditors and unwarrantably favorable 
to Germany. 

“On the other hand the liability may be 
fixed without regard to that excess of ex- 
ports at all, and the discharge of the liability 
left to uncontrolled events without any pos- 
sible regard to exchange difficulties. In that 
way lies future instability and disaster. 
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“We are convinced that some kind of 
coordinated policy with continuous expert 
administration in regard to the exchange lies 
at the root of the reparations problem and 
is essential to any practicable scheme in 
obtaining the maximum sums from Ger- 
many for the benefit of the Allies.” 


The Most Important Office 


ND so it is the opinion of the experts 
that “The Agent for Reparations Pay- 
ments” is to be far and away the most 
important official created by their plan. The 
great power he can sway for good or evil 
makes his office a dangerous one to be held 
by a personage on which the peculiar politi- 
cal wishes of one of the interested countries 
could be brought to bear. While the five 
members of the Transfer Committee are 
to be named by the Reparations Commission 
as Allied representatives, the experts thought 
it would perhaps be a doubtful step to have 
the Agent a national of an Allied country 
and while, for obvious reasons, no such 
designation was made in the report, it was 
generally hoped it could be arranged to 
have some well-known American banker oc- 
cupy this post. 

As a result of the careful and prolonged 
study given this problem, the experts laid 
down a number of safeguards, intended to 
protect not only the Allies, but Germany as 
well. If large sums accumulated in the 
bank, but could not be transferred, it is 
obvious the Allied creditors might increase 
deliveries in kind with the intention of selling 
on the world market German products thus 
obtained. Therefore, it is provided that all 
deliveries in kind ordered by Allied na- 
tions, and paid for by the bank, shall be for 
use in the nations ordering them and in 
their colonies, and not to be exported, unless 
the German government may expressly agree 
to such a measure. On the other hand, in 
the eventuality that Germany should try to 
interfere with transfers, it is provided that 
the Transfer Committee may take steps to 
meet such a maneuver, suspending the limi- 
tation of five billion marks, and purchase 
property in Germany to be held against 
eventual liquidation, and it is also provided 
that property so purchased shall be immune 
from all German taxation. 


The Transfer of Billions 


N the debates which will ensue before the 

Dawes plan can be put into effect, there 
is sure to be much discussion of this novel 
machinery for accomplishing the unprece- 
dented task of transferring billions of dol- 
lars from Germany to the Allied coun- 
tries. The experts expected this, but they 
felt sure that with Germany possessing not 
enough gold to meet a part of one year’s 
payments no reparations system could work 
without setting up machinery to take care 
of the economic factors, which make such 
an essential difference between the domestic 
and the foreign debts of a country. They 
felt there could be no escaping the problem, 
and so they tried to solve it. Indeed, they 
regard this problem as the central problem 
of reparations. That the Germans can pay 


enough taxes in whatever money they have 
to meet large reparation payments, if their 
money remains stable, there can be no doubt. 
There is not even room for debate on that 
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Cleveland Trust Co., who was a tech- 
nical advisor to the Expert Commit- 
tee. He thinks American bankers 
should support the Dawes plan after 
modifying it a bit. 


issue. Therefore, with any sort of sincere 
effort Germany can pile up credits for the 
Allies—credits in Germany and in Ger- 
man money. The transfer plan is intended 
to enable the Allies to use those credits. 

Any banker will see in a moment that 
it lies within the power of the Germans 
to spoil this part of the Dawes plan. Ger- 
man exporters could refuse to permit their 
balances abroad to become available for 
the use of the Agent for Reparations Pay- 
ments. The Germans who have investments 
abroad could withhold this income from 
the transfer plan. The German government 
could, by refusing its cooperation, involve 
matters hopelessly. 


Germany’s Cooperation Vital 


UT the whole Dawes plan is based on 

German cooperation. Any part of it 
could be rendered entirely unworkable by 
the Germans, if they saw fit. Take the rail- 
road plan. It is provided that if the earn- 
ings of the transport system are not large 
enough to pay 6 per cent on the railroad 
bonds, the Allied trustee may run the roads, 
increasing rates if necessary. But just sup- 
pose the railroad workers went on strike 
at this stage, suppose the Germans started 
the sort of passive resistance they prac- 
ticed in the Ruhr last year; it is evident 
that the Allied trustee could not run the 
roads. That is just one example to show 
that without German good will, the Dawes 
plan is not worth the paper it is written 
on. But as the experts said, there are 
two ways to deal with the reparations prob- 
lem. One is to take from Germany by 
force whatever can be grabbed. This is 
a method which, beyond doubt, the Allies 
could justify, if Germany continued to the 
last a policy of resistance against paying. 
The only other way is to evolve a plan 
which the Germans will accept and carry out 
of their own good will through a desire 
to work out their salvation. It is on the 
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latter base that the Dawes plan is con- 
structed. It is full of protections for Ger- 
many, so long as she carries out her part 
of the bargain. A strict limit is put on 
what the Allies can demand of Germany in 
any one year. No measures of constraint 
can be taken against her until it is clearly 
established she has defaulted. She is given 
a stable money and the assistance of foreign 
loans to get going again. And as has been 
pointed out, elaborate precautions have been 
taken to protect her fiscal system against the 
effects of inordinate sale of German money 
paid on reparations account. Even the nec- 
essary controls or measures of supervision 
are fashioned so as to be invisible and non- 
operative just as long as Germany observes 
the provisions of the plan. It will be only 
when she fails to make good that the foreign 
influence will appear in her affairs. As Gen- 
eral Dawes wrote in his covering letter: 
“This general plan, fair and reasonable in its 
rature, if accepted, leads to an ultimate and 
lasting peace. The rejection of these pro- 
posals by the German government means 
the deliberate choice of a continuance of 
economic demoralization, eventually involv- 
ing her people in hopeless misery.” 

As this indicates, the experts found that 
Germany had not made a sincere effort to 
pay reparations. The Second Committee, in- 
deed, found that Germany had by the sale 
of depreciating marks, obtained from more 
than a million “suckers” a sum in excess of 
all her reparations payments, cash and kind, 
but, to quote General Dawes again: “The 
recommendations of the Committee must be 
considered not as inflicting penalties, but as 
Suggesting means for assisting the economic 
recovery of all the European peoples and 
the entry upon a new period of happiness 
and prosperity unmenaced by war.” 


Belgian Banks Prosper 
in 1923 


the brilliant reports of 
the Belgian banks are, of course, 
somewhat deceptive in that they, unlike the 
pre-war balance-sheets, are based on the 
fictitious paper values of the day, and not 
on the gold foundations of pre-war years, it 
is none the less the fact that, chiefly owing 
to brisk trade, banking has had a good 
year,” the Financial Times of London states. 

“Every bank that has issued its 1923 report 
and balance-sheet up to this writing shows 
good profits. Prosperity is further evidenced 
by the opening of several new palatial bank 
buildings and by the extension and improved 
equipment of existing ones. In this con- 
nection both the chief British banks — 
Lloyds and Westminster—are now housed 
in commanding buildings in first class po- 
sitions. 

“The year was one of economic recon- 
struction, and all the essential industries of 
the country worked at full capacity. This 
briskness of business reacted directly on 
the large banks, which in Belgium hold con- 
trolling financial interest in the leading 
manufacturing concerns. It is, therefore, 
only stating a fact to say that industrial 
prosperity was the direct cause of bank 
prosperity in 1923.” 


-~ What Has Happened to the 
Chemical Industry? 


By S. L. MAYHAM 


Overproduction and Curtailment of Research Work Outstand- 


ing Features. 


on the Present and Future of the Business. 


Far Reaching Effect of Reduction of the Latter 
Acids Selling Below 


Pre-War Prices Though Costs Are Up. Fertilizers in Depression. 


HE American chemical industry is 

often referred to as our greatest 

“war baby.” This designation is 

only partially correct. It is granted 
that its principal development took place 
during the war period, but its beginnings go 
far back into the history of the country. 
Records show that the armies of Washing- 
ton used the products of a Philadelphia 
chemical factory, long since out of exis- 
tence. The earliest records of the nine- 
teenth century disclose the manufacture of 
bichromates near Baltimore. Incidentally 
sticcessors of the same firm are now the 
largest producers of these important prod- 
ucts, and their principal factory is still in 
Baltimore. By the middle of the nineteenth 
century America had a thriving alkali in- 
dustry and produced numerous other heavy 
chemicals of less importance. Before the 
outbreak of the war heavy chemicals were 
manufactured in various parts of the coun- 
try, and their reputation far exceeded na- 
tional boundaries. 

Medicinal chemicals of American manu- 
facture were produced in Philadelphia dur- 
ing the first quarter of the nineteenth cen- 
tury, and factories for their manufacture 
were only a little later established in New 
Jersey and upper New York state. 


Dyes Despite German 
Competition 


HE dye industry, whose vicissitudes have 

been so much before the public eye, be- 
gan in the fifties near Albany, N. Y. De- 
spite German competition, three coal tar dye 
factories were in existence during the pe- 
riod immediately preceding the outbreak of 
hostilities in Europe in 1914. 

The pre-war chemical industry was not 
a large one, but in many ways it was upon 
a sounder foundation than is the present 
inflated business. Its products were excel- 
lent. It made nice profits and it had an 
ever-increasing market for its goods in 
the growing industrial life of the nation. 

The principa! competitors of the industry 
at the outset of the war were British and 
German. In heavy chemicals and particu- 
larly those of interest to the soap and tex- 
tile industries, Great Britain shipped us 
the largest tonnages. In fine medicinal prod- 
ucts and, of course in coal tar dyes, Ger- 
many almost complete control of the 
American market. 

This situation was altered almost over- 


night by the outbreak of hostilities. Ger- 
many was blockaded and sent us no more 
dyes save for the cargo of the ill-fated 
Deutschland. England needed all of her al- 
kali and chlorine for her own use and sent a 
hurry call to the little American industry 
to supplement these products. 

The scarcity of chemicals was _ world- 
wide. Munitions, medicinal supplies, dyes 
for uniforms, in short every conceivable 
kind of chemical were needed in quantities 
hitherto unheard of. Little effort was made 
during the early days of the war to take 
advantage of the opportunity presented. The 
war would be over in a month or two, ac- 
cording to popular belief, and no one would 
take the chance of investing in plants and 
equipment which would have to be scrapped 


as soon as Germany should re-enter the 
field. 


When the Development Started 


UT the war did not end, and before 

the middle of 1915 the shortage of es- 
sential chemicals had begun to embarrass 
American industry. In addition, there was 
an urgent need for chemical products from 
the warring nations and an equally potent 
call from neutrals who had depended upon 
England, Germany and Belgium to supply 
them with goods. 

Then began a stupendous development of 
chemical manufacture. Plants were con- 
verted to chemical manufacture from nearly 
every related industry. New companies 
were formed by the score. The output of 
the previously existing chemical industry 
was multiplied as rapidly as new building 
and the purchase and manufacture of new 
equipment would permit. There was money 
in chemistry and seemingly everyone real- 
ized it at the same time. 

The heavy chemical industry had a foun- 
dation to work upon but the other branches 
had none. It developed later that most of 
the medicinal chemical plants were German 
owned or controlled. Almost all of the 
essential articles were covered by basic pat- 
ents owned by German nationals. Briefly, 
it may be said that the taking over of these 
patents for the use and benefit of the Amer- 
ican industry was the greatest single step in 
American chemical development. This de- 
spite the fact that most of them were later 
found to be unworkable without great ex- 
penditure for research. 

Without going further into the steps by 
which the industry reached its wartime peak 
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of production it is sufficient to recount the 
net result of the development. Production 
of heavy chemicals was increased more than 


ten fold. From four struggling dye plants 


in 1914 to a total of nearly 500 in 1918 is an 
adequate picture of work in this line. No 
potash was produced here in 1914. At the 
close of the war 47 plants were turning out 
thousands of tons of this essential fertilizer 
ingredient. Other branches of the industry 
prospered as greatly and multiplied with 
equal rapidity. 

American chemicals at the close of the 
war were being used in practically every 
neutral and allied country. The South 
American market was in American hands. 
The enormous dye consumption of China 
and India was almost 90 per cent American. 
Europe, Asia and Africa were getting Amer- 
ican chemicals by the ship load. 


The Period of Reaction 


HEN came the sudden termination of 

the war and the inevitable reaction. 
Heavy chemical and acid consumption was 
cut to a small fraction of its former bulk 
because of the almost complete cessation of 
munitions work throughout the world. The 
overproduction and the capacity for over- 
production was tremendous. Prices dropped 
so sharply that there was no chance for 
manufacturers to get out from under. As 
an instance may be cited a famous sale of 
sulphuric acid, the holdings of a foreign 
government, which took place in New York 
early in 1919. This acid brought the as- 
tounding figure of 75 cents per ton. A year 
before it would have been eagerly purchased 
at $75 per ton and the buyer would have had 
a bargain at that. 

Somewhat later, with the resumption of 
dye exportation by Germany and the fight 
for the dye markets of the world carried on 
by the newly developed Swiss and British 
industries, it developed that world dye pro- 
duction was many times world dye consump- 
tion. In order to preserve the semblance of 
a dye industry in this country as a measure 
of national safety, if for no other reason, a 
prolonged fight for unusual protection of the 
domestic market was begun. Before it was 
brought to a final and successful conclusion 
in the Fordney Act, the export markets had 
practically ceased to exist. From 90 per 
cent of the Chinese and Indian markets in 
1918, the American dye industry reached the 
point where in 1922 it was glad to get less 
than 10 per cent of this trade. 
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The situation in medicinal chemicals was 
somewhat less acute. In general, these 
highly developed and specialized products 
were not manufactured nor attempted by 
firms new in the business. The old line firms 
lost heavily in the writing down of inven- 
tories, but they were able to reorganize on a 
peace-time basis without falling into the 
difficulties which beset the heavy chemical 
and dyestuff branches of the industry. 

The inevitable result of this tremendous 
world overproduction of chemical products 
was the failure of the weaker concerns and 
those whose costs were inflated to make their 
stockholders anything but continual losses. 
The first symptom of the reaction which had 
to come was the scrapping or conversion of 
plants which had sprung up during the 
war period. This took place in several ways. 
Probably the one which will have the most 
far-reaching effect upon the future of Amer- 
ican chemistry was the method of consolida- 
tion. A conspicuous example of this is the 
present powerful group of interests repre- 
sented by the Allied Dye and Chemical Cor- 
poration. Other less important manufac- 
turers, however, adopted the same means to 
escape disaster. 

A second feature was the bankruptcy or 
discontinuance of scores of the less impor- 
tant and weaker companies. Men who had 
made chemicals for profit during the war 
went back into the cloak and suit business 
when they saw that they could not make any 
more money in chemistry. Others passed 
into voluntary or involuntary receiverships 
and most of them were wound up. A few 
persisted and still persist. 


Curtailment of Research Work 


ROBABLY the most discouraging fea- 
ture of the situation has been the sharp 
curtailment in research and development 
work which has accompanied chemical de- 
pression. Millions were spent during the war 
in perfecting new processes and products. 
The greater part of th: work—essential to 
any chemical industry—has been dropped. 
Even the largest companies are concentrat- 
ing upon the products which can be made 
simply and cheaply and have dropped re- 
search and development on new products. 
In this, strange as it may seem, the power- 
ful companies and the dye industry, which 
can be developed through research alone, 
have been the principal offenders. Chemists 
and technical men have been laid off by the 
score. Hundreds have been turned from 
chemistry to other occupations. Other hun- 
dreds of recent graduates can find no chem- 
ists’ positions. If they wish to pursue their 
chosen calling, it must be in the capacity of 
clerical workers, salesmen or laborers. This 
is not developing but rather stagnating to 
the industry. It is the unfortunate result 
of depression. 

The present finds the dye industry, with 
export markets lost, working upon the sim- 
pler and cheaper colors and neglecting the 
more profitable field of highly specialized 
materials. It is overproducing ordinary ma- 
terials and selling them most of the time 
with no profit. It is not manufacturing the 


profitable materials in sufficient volume to 
be of real assistance to the textile and 
leather trade which must have these colors. 
manufacturers are 


The small struggling 


along. The large ones report fair profits 
largely due to economies in sales and pro- 
duction. Without unusual protection, these 
large companies, too, would be forced to dis- 
continue for they are not making ‘products 
in which the real profits lie. Worst of all, 


- they are making but feeble efforts to develop 


these complicated formulae. 


Below Pre-War Prices 


HE acid manufacturers are still selling 

their products below pre-war prices de- 
spite the fact that their costs are at least 30 
per cent higher. They are turning out nearly 
40 per cent more sulphuric than can be sold 
in this country. They have curtailed ‘almost 
to the point of extinction on other acids and 
still their output is above the consuming 
levels. They are shipping part of the sur- 
plus abroad but necessarily at very low 
prices for other countries are similarly 
placed. 

The heavy chemical makers have found 
renewed British competition difficult to meet, 
especially in South America and the Far 
East. They have, however, succeeded in 
doing most of the domestic business with 
only occasional products in which German 
competition has been severe. They are on 
the road to better times for they have not 
been conservative in scrapping unused equip- 
ment and disposing of surplus plants. There 
is still some overproduction which makes 
prices difficult of maintenance, especially 
during the dull summer months, but it is 
steadily being overcome. 

Competition has been felt in many of the 
finer medicinal products, but on the whole 
this branch of the trade has been in fairly 
good shape for the past year. Tremendous 
losses have been taken on inventories, but 
values have now about reached the bottom 
and a general rise during periods of active 
business seems to be in order. Production 
is under careful control and rarely exceeds 
consuming requirements which in this 
branch of the industry is not so difficult to 
estimate. There has been some development 
along the lines of new products, largely un- 
der the protection which the tariff affords to 
remedies of the coal tar class. The general 
situation is a healthy one. 

At the moment the most unsatisfactory 
condition of all is in evidence in the fer- 
tilizer section of the industry. The potash 
plants which developed during the war were 
scrapped when Germany reentered the field 
with cheap potash and met the competition 
of France who now controls the important 
Alsatian production. Only one American 
potash plant remains and it subsists largely 
by reason of its by-products and not on sales 
of potash. 


Mixed Fertilizer Business 


HE mixed fertilizer business has been 

hard hit. Basicly it is an unessential in- 
dustry. There is no mixed fertilizer indus- 
try in Europe. The mixer takes the raw 
essentials for plant life, nitrogen potash, and 
phosphoric acid, and combines them in vari- 
ous percentages and strengths, puts them 
into bags, stamps them with his brand and 
is then supposed to sell them to the farmer 
at a profit. In practice the last part of the 
plan has not been working out. 


Four-fifths of the fertilizer consumed in 
the United States goes to:the Southern cot- 
ton planter. He is rarerly able to pay for 
this when he gets it. .Accordingly, he is 
financed on long-time notes secured by his 
prospective cotton crop by the fertilizer 
manufacturer. The latter collects these 
notes if he can. During the past two years 
he has been able to get part of his money. 
Sometimes the percentage is very small. 
One company admits that it holds notes four 
years overdue. Others say that obligations 
due them total a year’s sale of their product. 

Three large companies control the bulk of 
the fertilizer business and virtually set prices 
for the hundred or more others. The com- 
petition between these three companies is 
tremendously keen. And it is not the sort of 
competition sometimes described as “the life 
of trade.” It usually takes the form of price 
slashing of the most relentless sort. This 
year it has carried prices on the usual mix- 
tures to below the actual cost of the in- 
gredients exclusive of all manufacturing and 
overhead expenses. 


Campaign for Direct Purchase 
of Fertilizer 


| i addition to this a campaign is being car- 

ried on by prospective planters, aided by 
the Government through the Farm Bureaus, 
for the direct purchase of materials for fer- 
tilizer production by the farmers and mixing 
at home. This has cut into the sale of fer- 
tilizers of the branded sort and is cutting 
deeper and deeper each year. 

Whether the fertilizer industry will be 
able to live long when faced by these obs- 
tacles, together with the handicap of an un- 
profitable cottonseed oil business as a sub- 
sidiary, is a question which only time can 
determine, but, in the premises, the recent 
fall in fertilizer securities is not difficult to 
diagnose. 

Overproduction, then, seems to be the 
curse of the American chemical industry. It 
is the greatest single factor in the demoral- 
ized condition of the chemical market. It is 
the principal handicap to the further de- 
velopment of chemical manufacture in the 
United States. The fourth industry in value 
of its products perhaps, the most important 
as a key industry, in that its products enter 
the life of every person in a civilized com- 
munity and every other industry in the 
world, is in the throes of a reorganization 
which it finds exceedingly difficult. Com- 
pared with 1913, the chemical industry is 
doing a tremendously greater business, but 
the tendency is to compare with 1918, a year 
the like of which will probably never again 
be seen. 

Necessary to further progress in chemistry 
is a further consolidation of effort and the 
elimination of useless and wasteful com- 
petitive production. Further, there must be 
a development of research looking to the 
discovery, not merely of new products but of 
economies in producing the familiar ones 
and especially the discovery of new uses for 
those greatly in surplus. 

Happily, the tendency toward consolida- 
tion is strong. 


by Congress. 


OR completing an additional span of 
a continent to open up the great 
Northwest a great American railroad 

was given more land than a modern 
empire embraces. 

And while millions of acres of the public 
domain have been vested in this company 
under the terms of the original grant, there 
remains a deficiency of more land than is 
contained in the whole state of Delaware— 
nearly four millions of acres. The railroad 
is seeking to gain title to the property, but 
the Government is balking because two 
members of the cabinet insist that, when 
all the equities of the case are considered, 
the company has al- 
ready obtained more 
than it is justly en- 


titled to. Further- 
more, if the defi- 
ciency satisfied, 


Government officials 
will bring about the 
passing of great na- 
tional forests. So 
vast is the considera- 
tion and so pertinent 
is the public interest 
that Congress has 
been requested by 
President Coolidge 
to decree a Federal 
inquiry to consider 
the merits of the 
issue that has devel- 
oped over this prodi- 
gal gift. The House 
of Representatives 
has passed such a 
resolution and has 
sent it to the Senate 
for action. 

In 1864—less than 
a year before the 
hand of the assassin 
claimed him—Abra- 
ham Lincoln signed 
an Act of Congress 
giving to the Northern Pacific Railroad Com- 
pany more land than is to be found in the 
entire Kingdom of Belgium. While the Civil 
War was entering upon its final stages, Con- 
gress passed a law creating a body corpo- 
rate under this name for the purpose of 
building a railroad from a point on Lake 
Superior overland to the northwestern shores 
of the Pacific on Puget Sound. To assist 
the band of 124 people who undertook to 


By RIXEY HOBSON 


Review of Government Land Grant Investing Northern Pacific 
With More Lands Than Is Embraced in All Belgium Expected 
Title to Territory Larger Than State of Delaware 
in Dispute. Railroad Given 63,000,000 Acres of Public Domain. 


drive the outposts of civilization through 
the great Northwest with cross-ties and 
rails, Congress granted the odd numbered 
sections of land that lay on either side of 
the ribbons of steel. By this checkerboard 
grant the Government turned over to the 
pioneers 42,000,000 acres—more land than 
is embraced by the boundaries of the state 
of Iowa—for the railroad gained all the odd 
numbered sections in a zone of twenty miles 
on both sides of the tracks and in a strip 
of forty miles in the territories. 

However, it is well to remember that mil- 
lions of acres of land in the western states 
were practically valueless because of their 


On the Nisqually Glacier, Mount Rainier National Park 


inaccessibility in those early days. 
With the great westward movement 
growing apace, it was anticipated that 


the railroad as it forged ahead through the 
prairies and mountains could sell the land 
given it by the Government to settlers and 
finance the construction of the overland 
link. While mineral lands, property already 
occupied by settlers and areas reserved for 
other purposes were excluded from the 
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Blazer’s Empire 


scope of the grant, the act stipulated that 
the Government would cause the lands on 
either side of the railroad to be surveyed 
as fast as the construction of the line re- 
quired and “whenever twenty-five consecu- 
tive miles of any portion of the railroad 
should be constructed.” To make up for 
the sections lost to the railroad by virtue 
of the exceptions, it was stipulated that the 
Northern Pacific should have the right to 
select as indemnity, in lieu of these lost 
lands, an equal quantity of terrain from 
the odd-numbered sections within certain 
defined belts and zones that were contiguous 
to the lands granted. 

The railroad, on 
its part, covenanted 
to build the line with- 
in a certain number 
of years. It agree! 
to carry Government 
supplies at a lower 
charge than it would 
exact from _ other 
shippers. The lands, 
which were acquired 
by the Federal 
bounty, were to be 
disposed of at public 
sales—and great 
reliance was placed 
in the success of 
these sales as a 
means of raising 
construction funds. 
Other _ conditions 
were agreed to by 
the Northern Pacific. 

As munificent as 
the grant now ap- 
pears to be, its at- 
tractions were not 
great in the days 
o f reconstruction. 
While an appeal was 
made to all of the 
people of the United 
States to buy shares 
in this venture, the response was so meager 
that not until 1870, when Congress passed a 
supplementary Act authorizing a mortgage 
on the franchise, did the undertaking get 
fairly launched. By this stroke the financial 
support of the banking house of Jay Cooke 
& Company was won. However—so great 
were the difficulties that attended the railroad 
building—that the venture went down in fail- 
ure in 1873 and with it this financial house. 


(Brown Brothers) 
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ut ultimately, after many vicissitudes, the 
Northern Pacific ran its rails through the 
“great stretches of homeless prairies, track- 
less forests and unexplored mountains” and 
gave to the Northwest a modern carrier 
for its freight and commerce. 

A year before the first mile of the new 
railroad was laid, the West had in the Union 
Pacific a transcontinental line that linked 
it with the eastern seaboard. The progress 
on the Northern Pacific was not as swift 
as its projectors had anticipated. Twice 
Congress extended the time within which 
it might be completed, but even then scarcely 
more than one-fourth of the railroad had 
been constructed when the limit was reached. 
In fact, 1507 miles 
were not completed 
within the time re- 
quired by law. While 
-his failure technical- 
ly might have ren- 
dered the granted 
lands subject to 
forfeiture, the Fed- 
eral Government did 
not press for the re- 
entry of the lands, 
and the railroad later 
was formally ac- 
cepted by the Presi- 
dent of the United 
States. The Supreme 
Court, in passing up- 
yn the question of 
whether the United 
States has the right 
to declare a_ for- 
feiture of lands 
opposite a railroad, 
which was not con- 
structed until after 
the date provided 
therefor by law, 
commented that “So 
far as the road was 
built and accepted 
by the Government 
after that time, it 
was probably entitled to receive its appro- 
priate land grant, but this was rather a 
matter of favor than of strict right.” 

While the Northern Pacific was granted 
more than 40,000,000 acres of lands, 
eight years after the completion of the 
road the company had received less than 
4,000,000 acres. While the Government 
engaged to survey the lands “as fast as 
might be required by the construction of 
said railroad,” it lagged behind. A part 
of the grant remains unsurveyed at this time. 
So long as the “place lands”—those contained 
in the zone immediately around the railroad 
—remained unsurveyed, the company was 
unable to ascertain how much of the pri- 
mary strip would be lost through occupancy 
of settlers or by coming within the other 
exceptions. While the indemnity lands re- 
mained unsurveyed, it could not make se- 
lections within these limits for known losses 
that had been suffered in the “place lands.” 
The issuance of patents was held up and, 
inasmuch as settlers had, under the law, a 
right to settle upon the odd-numbered sec- 
tions within the indemnity limits, whether 
surveyed or not, and thus initiate rights 
to the property, there was a steady encroach- 
ment by homesteaders who planted their 
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stakes on the public lands. The number 
of sections available dwindled as the move- 
ment gained greater proportions. 

Fear that there might not be enough land 
to satisfy the grant to the Northern Pacific 
was raised in 1896, when the Commissioner 
of the General Land Office prepared a state- 
ment showing that, in consequence of tue 
numerous settlements upon the odd-numbered 
sections, the sum of all lands—both place 
and indemnity—would fall short of the 
acreage given to the railroad. 

Just about this time ‘the Government, in 
pursuit of its policy of conserving its timber 
lands, proceeded to create forest reserves. 
Over the protest of the railroad, that the 


Government should not set these lands apart 
for its own uses in the fact of the admis- 
sion that all available lands were necessary 
to satisfy the grant, the Bureau f Forestry 
included within the reserves odd-numbered 
sections lying within the indemnity limits. 

This issue came to a head in 1916 when 
the situation developed to the point where 
the Government filed suit in Montana to 
test the specific question whether it had 
the right to include these indemnity lands 
in the forest reserves. The court held that 
the Government lawfully could not do this. 
The case reached the Supreme Court, after 
two appeals, which affirmed the decisions in 
the lower jurisdictions, but directed a re- 
examination by the Secretary of the In- 
rior to ascertain whether the forest with- 
drawals had, in fact, created a deficiency in 
the grant. 


Entitled to 3,900,000 Acres 
More 


CAREFUL survey, recently completed, 
showed that the Northern Pacific was 
entitled to 3,900,000 acres more. The re- 


sult of the check-up, when brought to the 
attention of Secretary of Agriculture Wal- 
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lace, caused him deep concern because there 
are now within the boundaries of the na- 
tional forests in Montana, Idaho and Wash- 
ington, approximately 2,500,000 acres of 
odd-numbered sections of lands within the 
indemnity limits of the Northern Pacific 
grant. For a great many years the lands 
have been considered by Congress to be 
the property of the United States, and con- 
siderable sums have been expended in pro-° 
tecting them from fire and in improving 
them. Fearing that their loss would be 
material, especially in view of the fact that 
the value of the remaining even-numbered 
sections would be lessened by the presence 
of the alienated sections, Secretary Wallace 
determined to take 
steps to save the 
lands if it were pos 
sible to do so. Ar 
inquiry conducted by 
the Forest Service 
into the whole ques 
tion of the Northern 
Pacific land grant 
convinced it that th: 
road had failed to 
meet the require- 
ments of its agree- 
ment and had al- 
ready received more 
than it was equitably 
entitled to receive. 

Secretary Wallace 
in a letter to Presi-. 
dent Coolidge de- 
clared that the de- 
faults of the com- 
pany had been’ so 
“numerous” and 
“flagrant” — in the 
face of lavish bene- 
fits flowing from the 
acts of the Govern- 
ment — that Con- 
gress as the con- 
tracting power, 
ought to determine 
what weight should 
be given to the violations and concessions. 

Mr. Wallace, in reciting that 1500 miles 
of the road had not been completed within 
the time fixed by law, declared that the 
sale of the lands granted had more than 
paid for the construction of the whole line. 
The receipts from this source had brought 
$136,118,533 in revenue to the Northern 
Pacific, he asserted, whereas the cost of 
building the road had not exceeded $70,000.- 
000. The accuracy of these figures was 
attacked by Charles Donnelly, the presi- 
dent of the Northern Pacific, who declared 
that the road, which had expended a sum 
in excess of $300,000,000 upon its main line, 
had gained but $100,065,732 from all land 
grant sources—land sales, timber sales, 
royalties and rents. 


In the State of Washington 


| i the state of Washington alone the rail- 
road has received a total of 2,228,000 
acres in excess of its legal rights—accord- 
ing to Secretary Wallace. This involves 
the question of whether the Northern Pacific 
took the most direct route—as well as the 
question of the Wallula and Tacoma over- 
laps, where the main-line grant and the 
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branch-line grants overlapped each other. 
In cases of overlaps the Supreme Court 
has ruled that the grant takes not the entire 
acreage but a moiety thereof, and that the 
railroad is entitled only to all the odd sec- 
tions within this overlap. In this case, how- 
ever, it is contended that the railroad re- 
ceived all the odd sections within the over- 
lap and, in addition to that, patents to an 
equivalent acreage of selected lands on ac- 
count of the branch-line grant, as though 
they were two different, independent, non- 
conflicting grants. 

Secretary Wallace informed the President 
that “under a rule of law laid down by the 
Supreme Court the Northern Pacific has 
been erroneously allowed 1,500,000 acres too 
much land in the state of Washington.” 
While the railroad agreed to build a line 
“by the most eligible railroad route” from 
Lake Superior to Puget Sound, with a branch 
via the valley of the Columbia River, to a 
point near Portland, it has never completed 
about 215 miles of road between Wallula and 
Portland. If the route followed by the rail- 
road in the state of Washington from Spo- 
kane to Wallula, and from Wallula to Ta- 
coma, were plotted, one would find a V- 
shaped angle of land between these points— 
like the space between the minute and hour 
hands of a clock at ten minutes of two; 
from Tacoma to Portland it would look 
like six o’clock. The Government takes the 
position that, while the Secretary of the 
Interior approved the location of these lines 
he did so with the understanding that the 
direct link from Wallula to Portland would 
subsequently be built. Failing to comply 
with the terms of the covenant, the North- 
ern Pacific—according to the departmental 
viewpoint—automatically lost the right to 
the full acreage falling within the forty- 
mile limits of these terminii. Contending 
that it is entitled to the land lying on the 
sides of a “reasonably direct route”—such as 
was followed by the two companies that 
later constructed a line across the state— 
the department submitted that the Northern 
Pacific should be deprived of at least 1,- 
500,000 acres. 

In answer to this, President Donnelly com- 
ments that “in the whole period of fifty 
years, during which the Northern Pacific 
grant has been in course of administration, 
this claim was never before advanced. It is 
grounded,” he adds, “upon the fact that 
the Northern Pacific might have built across 
the state of Washington a line more direct 
than the line which it actually constructed ; 
and that if it had done so, as its mileage 
within that state would have been less, so 
the number of sections of lands granted 
to it would have been less. But the com- 
pany was given the authority to fix its 
route; it conceived the route which it chose 
to be, as in fact it was (in the language 
of the Act) ‘the most eligible’ one. The 
Government accepted the line as constructed, 
and for more than forty years has used 
it and had the benefit of reduced land grant 
rates over it.” 


Mount Rainier National Park 


§ Hees Teapot Dome case of its day—if 
you will accept the word of a Federal 
representative—was the Mount Rainier Park 
Act and the Mount Rainier scrip. 


When Congress desired to create the 
Mount Rainier National Park, it sought to 
gain title to all the lands within its bounds. 
The railroad had acreage on both sides of 
its line. To obtain this land Congress pro- 
vided that in lieu of the Northern Pacific’s 
holdings within the park and a very large 
adjoining area, the road might select aa 
“equal area” of non-mineral public lands 
anywhere within the states or territories 
traversed by their grant. The rough, moun- 
tainous land which the railroad yielded was 
commercially valueless, Secretary Wallace 
told Mr. Coolidge, whereas it received se- 
lection privileges, applicable to the “finest” 
lands” it could find in Oregon, Washington, 
Idaho, Montana, North Dakota, Minnesota 
and Wisconsin. 

A mysterious “rider” figured in the crea- 
tion of the park. When the bill was intro- 
duced it provided for this park to preserve 
the natural beauties for the benefit of the 
whole people and covering about 100,000 
acres of railroad land. When the bill got 
into committee, it came out with a rider 
giving the railroad the right to relinquish 
back to the United States the lands in the 
adjoining Pacific Forest Reserve, which 
amounted to some 350,000 acres. 

With authority to select about 450,000 
acres of the best public lands available any- 
where along its lines, the Northern Pacific 
issued “scrip”—certificates entitling the hold- 
ers to obtain these public lands. D. Mc- 
Gowan, Inspector of Lands for the United 
States Forest Service, said the lands relin- 
quished were not worth $1 an acre. The 
Northern Pacific realized $6.95 per acre for 
the rights to the lands acquired. It is inter- 
esting to note that the Secretary of In- 
terior took away about 20,000 acres from 
the railroad because they were covered with 
glaciers. 

In meeting this criticism, Mr. Donnelly 
said the lands relinquished were not com- 
mercially valueless and the lands selected 
in exchange not the finest to be found in 
the respective states. “The transaction in- 
volved simply the acceptance by the North- 
ern Pacific of a proposal made by the Gov- 
ernment through an Act of Congress,” he 
commented. “And it was closed twenty- 
five years ago.” 

Another charge, which has been advanced, 
is that “hundreds of thousands of acres of 
poor land in the Northern Pacific grant were 
erroneously classified as mineral,” so that the 
road acquired indemnity rights which were 
applied in part on more valuable lands. 

Associate Forester Sherman told the Pub- 
lic Lands Committee in a recent hearing 
that the railroad was claiming the right 
to select 2,200,000 acres on account of the 
so-called losses through mineral classifica- 
tion. Approximately 3,800,000 acres of land, 
“largely mountain tops, burned-over land, 
most of it very low value” were thus classi- 
fied, he said. Adding that the Northern 
Pacific, in lieu of these lands, had already 
received 1,600,000 acres “of very carefully 
selected land,” Mr. Sherman asserted that 
a fair appraisal would show that the value 
of the “hand-picked” area exceeded that of 
all the “lost land.” While vigorously deny- 
ing that there had been any collusion in 
the classification, which was done by Gov- 
ernment commissions, Mr. Sherman said 
the commission was “strange to the region, 


strange to the mineral lands and values, 
unused to work of that kind. Other people, 
no doubt, were very willing and ready to 
present information upon which to act,” he 
added, stating that “in drawing the boun- 
daries of the national forests in western 
Montana we found that it was quite possible 
to draw a fairly accurate cover map by 
following the mineral classifications. We 
were reasonably sure that all odd sections 
that had been classified as mineral would 
be found to be of low value; that all odd 
sections classified as non-mineral would 
be found to be valuable, usually good tim- 
berlands.” 

In answer to this, Mr. Donnelly declares 
that “this is an attack by the Government 
upon the acts of its own officers, adding 
that it.would be strange if now, more than 
twenty years after the findings had been 
submitted, their findings would be assailed 
as ‘erroneous’.” 

Secretary Wallace indicated the wish to 
have Congress make a careful inquiry- to 
ascertain if the Northern Pacific had not 
charged settlers more for the grant lands 
than it had agreed to charge. Before the 
grant was made by Congress, the public 
lands in the territory penetrated by the 
projected line were selling at $1.25 an acre. 
But when Josiah Perham’s dream came to 
fruition, Congress doubled the price of the 
adjacent even numbered sections within the 
limits of the Northern Pacific grant and 
agreed that it would not dispose of the pub- 
lic lands at a lower figure. It is the con- 
tention of the Forest Service that the rail- 
road, in acquiring new rights under the 
joint Congressional resolution in 1870, which 
authorized the creation of a mortgage, ac- 
quiesced in the condition that all lands un- 
sold five years after the completion of the 
line should be subject to settlement and pre- 
emption at a price not to exceed $2.50 per 
acre. The railroad, it is submitted, realized 
a great deal more than this sum, so that 
the Government insists the excess moneys 
received above this figure should be set off 
by the United States against any shortage 
that may be ascertained. Not all of the 
land granted is subject to this limit, it is 
admitted. 

In concluding his recital of twelve points 
against the railroad, Secretary Wallace told 
President Coolidge that the effect of the 
resolution which had been introduce] in 
Congress to bring about a searching inquiry 
into all phases of the grant and its admin- 
istration did not attempt to take any land 
away from the Northern Pacific. “It mere- 
ly holds the adjustment of the grant and the 
issuance of further patents in abeyance until 
Congress has had an opportunity to make 
an inquiry into the land grants so that it 
may pass such legislation as it may deem 
right and proper. It is my opinion that 
the case is beyond question one for the 
action of Congress. It would be extremely 
unfortunate if 3,000,000 acres of national 
forest land should be lost to the United 
States if Congress has the authority to save 
it under legislation, which in the light of 
the law and the facts would be fair and 
just to the Northern Pacific Railway Com- 
pany.” 

The recital so impressed Mr. Coolidge 
that he heartily concurred in the recom- 

(Continued on page 724) 
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Potash, the Key to Prosperous 
Agriculture 


By DR. GEORGE OTIS SMITH AND GEORGE ROGERS MANSFIELD 


Agriculture. 


N the business routine of the merchant 

or manufacturer stock-taking is some- 

thing that it is not safe to neglect or 

postpone. With the banker, balancing 
the books is a daily task. But in the cur- 
rent management of Uncle Sam’s large 
and varied estate, the wealth of which in- 
cludes far more than Treasury gold or 
even negotiable securities held in the name 
of thousands of great corporations or mil- 
lions of individual citizens, it is only of 
late that attempts have been made to take 
account of stock. The most difficult part 
in making any inventory of national wealth 
is to properly weigh and value the natural 
resources, especially those raw materials on 
which the nation’s industries are founded. 
It is a part of governmental bookkeeping 
to determine the assets available for use 
by this and future generations. 

The treasure vaults of nature are unlike 
those of the modern bank, for they contain 
great unopened chambers, hidden and un- 
suspected, wherein may lie wealth of a 
kind most needed by the stockholders in 
this great national enterprise of ours. The 
war demands for raw materials caused a 
feverish search into out-of-the-way corners 
of the national storehouse, and supplies of 
the needed material were brought out and 
used when most sorely needed. One min- 
eral product of this type was potash. 


Search Antedated the War 


HE search for American potash indeed 

antedated the World War, for back in 
1910 a German monopoly in potash treated 
as “a scrap of paper” its contract with 
the American consumers, and our Govern- 
ment was forced to seek ways and means 
of defense. In this period of 1910-14, Gov- 
ernment bureaus investigated many possible 
sources of potash with a view to their 
commercial utility. When foreign supplies 
were cut off in 1914 following Germany’s 
next move, the American people rose to the 
occasion, and under the stimulus of high 
prices succeeded by the close of the war in 
producing potash amounting to about 20 
per cent of their normal pre-war require- 
ments, most of the investigated sources 
being utilized. 

With the close of the war and the re- 
newed accessibility of cheap foreign potash, 
prices in America fell and most of the 
producers closed down. In 1923 less than 


5 per cent of the total potash salts of all 


Home Farming Would Derive a Benefit. 


The former is director of U. S. Geological Survey; the latter the Geologist in Charge of Potash Investigations 


Only Five Per Cent of the Total Potash Salts of All Grades 
Used in This Country Are Produced Here. Principal Use Is in 
If We Could Develop a Source of Supply at 
Deposits in Texas. 


grades used in the United States was actually 
produced here. Thus the dependence of 
America upon foreign sources of potash is 
virtually as complete as before the war, 
though the German monopoly has_ been 
broken by the cession of Alsace* with its 
extensive potash deposits to France. 

Why potash is a subject of national con- 
cern may not be obvious to the banker, 
who thinks in terms of gold reserves more 
than of potash reserves. The World War, 
stimulating as it did industrial expansion 
and forcing domestic independence, opened 
our eyes and cleared our judgment as to 
value in terms of utility. Gold was dis- 
covered not to be one of the “war minerals,” 
the increased output of which then en- 
gaged the best efforts of geologist, metallur- 
gist and mine worker. Gold may have had 
its place in the war chests of militaristic 
nations and continues to hold its place as 
the universal measure of value, but gold 
is not a raw material whose general utility 
is at all on the scale of its more democratic 
fellows, iron or copper. 


A Key to Prosperous 
Agriculture 


| tang on the other hand, is the great 
key to prosperous agriculture, and the 
problem of securing cheap potash is one 
that will radically affect the pocketbook of 
every person in the United States. So it 
may be said that the value to the United 
States of a deposit comparable with the 
German deposits would be almost beyond 
calculation, constituting a mineral resource 
compared with which all the gold mines 
in the country would sink into insignificance. 

Potash, which is the common name of 
potassium oxide (K.O), constitutes about 
3 per cent of the earth’s crust and is thus 
a very common substance, but unfortunate- 
ly it is usually locked up in minerals from 
which it cannot be extracted without ex- 
pensive chemical treatment. The exten- 
sive accumulaticns of soluble potash salts 
of Germany and Alsace are an exception 
to the rule, and they have hitherto supplied 
the needs of the world and must continue 
to do so unless other cheap sources can be 
found. 

Along with phosphorus and nitrogen, pot- 
ash is one of our vital needs. No grain, 
vegetable, fruit, grass, no plant, in fact, can 
grow without it. Unless there is potash in 
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the soil we cannot produce a loaf of bread, 
a pound of meat, or anything else edible. 

Potash is found in the ashes of most 
plants, and this was its chief source until 
the discovery of the German beds. In fact, 
the practice of boiling wood ashes, which 
was our grandmothers’ method of winning 
these salts, gave the name potashes or pot- 
ash. Potash from this source was exported 
in colonial days, and even in the middle of 
the last century the domestic production 
was much greater than at present. Potash 
in soluble form is taken into the plant from 
the soil and enters particularly into the 
fibers of a plant, cotton, for example, but 
it is also said to affect the quality of grain 
and to improve the flavor of fruit. It has 
strong chemical affinity and enters into many 
chemical reactions, both in nature and in 
the laboratory. It has thus become indis- 
pensable in certain industries. 

The principal use of potash is, therefore, 
in agriculture. More than 90 per cent of 
the potash imported into the United States 
or produced here is used in the manufac- 
ture of fertilizers or is sold for direct appli- 
cation to the soil. The remaining 10 per 
cent largely in higher grades is used by 
chemical industries, some of which are in- 
dispensable to the national welfare. Thus 
the maintenance of an adequate supply oi 
cheap potash from domestic sources is of 
vital interest to the country. 


The Principal Market 


_ principal crops for which potash 
has been specifically used are cotton, to- 
bacco, potatoes and truck farm products. 
The market for it, therefore, has thus far 
been mainly in the cotton and _ tobacco 
growing states east of the Mississippi and 
south of the Ohio River and the Mason and 
Dixon line, but far-off Aroostook County 
in Maine is a large customer. It is, how- 
ever, essential to all other crops as well, and 
sooner or later all our large grain-growing 
districts will have to use potash fertilizer 
to replenish their soils, which are already 
becoming depleted. Soils are like savings 
banks. We cannot draw indefinitely upon 
bank accounts without making deposits from 
time to time. The small amount of insolu- 
ble potash minerals present in most soils 
breaks down slowly and furnishes a dimin- 
ishing supply of soluble potash, which re- 
plenishes the soil from year to year, but 
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the balance is wiped out and soil exhaustion 
must come unless artificial supplies are 
added to nature’s bank to balance the with- 
drawals. 

The Bureau of Soils is authority for fig- 
ures showing that an acre of land growing 
twenty-five bushels of wheat with the ac- 
companying straw would lose eighty pounds 
of the three fertilizer ingredients, nitrogen, 
jhosphoric acid and potash. Twenty-one 
pounds of this draft on nature’s bank is 
in the form of potash or 0.8 of a pound for 
every bushel of wheat. Even if the straw 
should be burned or otherwise kept on the 
farm, and its potash content returned to the 
soil, nearly a quarter of a pound of potash 
would be shipped off the farm in every 
bushel of wheat—or say, 25,000 tons of pot- 
ash exported annually in the form of wheat 
alone. In the simple balancing’ of raw mate- 
rial outgo and income, some such provision 
must be made for replacing the potash, else 
soil bankruptcy will result. . Whoever is 
concerned in conserving farm values is con- 
cerned in conserving the elements that give 
value to soil. 


Primary Element of Farm 
Economy 


ERTILIZERS may also be regarded as 

product-increasing and labor-saving de- 
vices in that they permit a larger yield 
per unit of ground cultivated and hence 
a greater return per man employed on the 
farm. Americans have become so ‘used to 
labor-saving machinery that it is incon- 
ceivable that they should continue much 
longer to so largely disregard such a pri- 
mary element of farm economy as the 
use of fertilizers. It is fair, therefore, to 
assume that the fertilizer industry is in 
its infancy and that its extension will de- 
velop by leaps and bounds as farmers take 
account of stock and thus come to realize 
more and more their dependence upon fer- 
tilizers. 

Of phosphates, one of the three essen- 
tial fertilizer elements mentioned above, this 
country has abundant, practically inexhausti- 
ble supplies. Nitrogen, though largely im- 
ported from Chile at vhe present time, is 
available from by-product coke ovens and 
organic wastes in considerable quantity, from 
clovers, cowpeas and similar plants, which 
store in their roots nitrogen taken from the 
air, and from various artificial processes of 
fixation from air which are now receiving 
the Government’s consideration. For pot- 
ash, however, we are still dependent in very 
large measure upon the whim or good will 
of foreign nations, unless we can develop 
cheap domestic sources or so encourage and 
develop our own industry that it may manu- 
facture potash in competition with foreign 
producers. 

The chemical industries, though consum- 
ing roughly only about 10 per cent of the 
total potash used, touch our ordinary every- 
day lives directly or indirectly in many ways. 
Our better soaps, especially shaving and 
shampooing preparations, and liquid soaps 
commonly used in lavatories are potash 
soaps, though during the war the potash in 
the last-named preparations was replaced by 
soda. Potash applied in dilute solutions with 
soap is extensively used in laundries to 
cleanse fine fabrics. 
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The better grades of glass, particularly 
cut glass, optical glass, incandescent light 
bulbs, etc., require the use of potash. Dur- 
ing the war our dependence: upon Germany 
for fine gradés of optical glass, such as is 
necessary in range finders, telescopes and 
other. instruments, became very apparent. 
Fortunately our American ingenu:ty over- 
came this difficulty, but a supply of potash 
was a necessary adjunct to the successful 
outcome. In years of normal output about 
3000 short tons of hydrated potassium car- 
bonate, valued at $250,000, has been imported 
from Germany for the glass industry. 


We Use 250,000,000,000 
Matches 


iG is estimated that the American people 
annually consume about 250,000,000,000 
matches. Most of these are of the non- 
poisonous variety, which require some oxi- 
dizing agent for their ignition. Chlorate of 
potash is a favorite substance used for this 
purpose, though other non-potash-bearing 
substances could be used. 

Similarly certain types of explosives con- 
tain potassium nitrate (saltpeter) as an es- 
sential ingredient. For example, black pow- 
der is still used where slow action is de- 
sired and is one of the common forms of 
blasting powder. During the war this type 
of powder was necessary for filling fuses, 
for igniting charges for nitrocellulose. pow- 
ders, for bursting charges in slower acting 
shrapnel and for signal lights. Saltpeter has 
also had an important use as a preservative 
in the meat-packing industry, the familiar 
reddish color of corned beef being due to 
the use of saltpeter. 

Chrome or mineral tanning of leather, 
which involves the use of potassium bi- 
chromate, is extensively practiced. Potash 
and potassium salts are also ingredients 
of many substances used in dyeing. Metal- 
lurgy, electroplating and photography are 
among the other industries in which small 
amounts of potassium salts are more or 
less essential. 

With potash vital to plant growth and 
the production of foodstuffs, as well as es- 
sential to a variety of industries touching 
our daily life, the search for this raw 
material takes on national significance. 


Imports of Over $15,000,000 


N 1923 the potash salts imported into 

the United States amounted to nearly 
750,000 short tons of crude and refined ma- 
terials, valued at nearly $15,500,000, of which 
about 50,000 tons, valued at about $500,- 
000, was imported specifically for the chemi- 
cal industries. In addition, about 35,000 tons 
of crude salts, valued at about $785,000, 
was produced and sold in this country. 
Thus the country consumed as a_ whole 
approximately 785,000 tons of potash salts 
of all kinds, valued at nearly $16,285,000, 
but of this domestic production supplied less 
than 5 per cent. 

In the same year there were eight com- 
panies operating twelve plants in the United 
States, the remnant of 128 plants that 
were operating in 1918. The sources of 
supply were natural brines, dust from ce- 
ment mills, blast furnace dust, molasses 
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distillery waste and Steffens water (bee: 
sugar waste). In all but one of these 
plants the potash was produced as a rathe: 
insignificant by-product. By far the largest 
quantity of potash was produced from brines 
at Searles Lake, Cal, by the American 
Trona Corporation. This company’s chiei 
product is potash, but they also produc« 
borax and common salt and are contem 
plating the manufacture of other salts witli 
which to share the total cost of operation, 
so as to market their potash at prices com 
parable to those of imported goods. Jy 
such expedience the necleus of a potash 
industry in the United States has been kept 
alive. 

Many of the cement and blast furnace 
operators who had installed equipment for 
collecting potash have discontinued the prac- 
tice, and no new ones have felt encouraged 
to undertake the cost of the necessary in- 
stallation. All the saline lake operators, save 
only the American Trona Corporation, have 
closed down, and all those who were relying 
upon the chemical extraction of potash from 
insoluble minerals, such as feldspar, leucite, 
alunite and greensand, have been forced to 
quit. The kelp fields of the California 
coast, which promised unlimited supplies, 
have proved an illusory hope. 

It is doubtful if, in the face of the low 
cost of foreign salts, any significant produc- 
tion of potash in this country may be ex- 
pected from organic wastes or from cement 
mills and blast furnaces. Similarly there 
would seem to be little inducement for. addi- 
tional brine plants to start, since all such 
plants but one have been forced to close. 
Significant progress has been made by this 
company in the last year in increasing its 
production. It is, however, remote from 
eastern markets, and there is a question how 
far it may be able to go in making the 
country safe from foreign monopoly. Its 
production would have to be mutiplied ten- 
fold or more to meet present needs, to say 
nothing of future expansion to meet the 
increased demand for agriculture suggested 
above. Moreover, at the present rate of 
consumption of potash in the United States. 
available estimates show that this source 
could not supply the country more than fif- 
teen to twenty years. A cheap and abun- 
dant source of potash in this country is 
imperatively needed. 


May Be Deposits in Texas 


NVESTIGATIONS carried on for the 

past few years by the Geological Survey 
in western Texas, partly in cooperation with 
the State Bureau of Economic Geology and 
Technology, point very encouragingly to 
this region as the probable site of enormous 
deposits of soluble potash salts which when 
once opened up could be mined at very low 
cost. 

The first discovery of potash in western 
Texas was made by Dr. Udden of the State 
Bureau in 1912 in brine taken from a well 
at Spur, in Dickens County. Since then 
evidence has been accumulating that potash 
deposits of apparently high grade are wide- 
ly distributed in that part of the state. 
Information has come slowly because the 
survey has been dependent upon evidence 
derived from wildcat oil wells, and the 
drillers have frequently been indifferent to 
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potash, though some have cooperated very 
fully and have kindly supplied complete 
data with samples. 

There are now more than a dozen wells 
scattered in an area 280 miles long from 
north to south, and 125 miles wide, from 
which potash salts have been taken. A defi- 
nite potash mineral, polyhalite, one of the 
common minerals of the German potash field, 
has been recognized. In Texas, as in Ger- 
many, the potash is associated with thick 
and extensive beds of common salt. The 
other geologic features of the Texas field 
are comparable to those in Germany and 
Alsace, and the geologic age of the beds in 
Texas is the same as that of the German 
beds. The percentage of potash in the Texas 
field, according to samples thus far found, 
ranges from a fraction of 1 per cent to 
15.2 per cent potash (K,O) in the original 
sample, equivalent to 23.2 per cent in the 
soluble salts. The better grade material 
is, therefore, comparable in richness to the 
crude salts mined in Germany and AIl- 
sace. In Germany the crude salts contain 
from 9 to 15 per cent K,O and in Alsace 
about 18 per cent, though higher grade 
material may be obtained by hand sorting. 

In both Germany and Alsace the potash 
is mined by shafts and galleries that range 
in depth to a maximum of about 5000 feet 
in Germany and of 3000 feet in Alsace. 
In Germany the usual range does not ex- 
ceed 3900 feet and in Alsace about 1800 
feet. So far as the evidence at hand goes, 
the Texas beds are not so deep. The range 
there seems to be between 1000 and 2400 
feet, though small percentages of potash 
have been taken at greater depths. 

Although the opening up of the Texas 
deposits would undoubtedly be expensive, 
if the costs were amortized over a period 
of years, the charges for mining the salts 
should not be excessive. The rock salt 
mines of Kansas might be cited as a paral- 


Sulphur Mining 


EVENTY per cent of the world’s supply 

of sulphur is produced in the mines along 
the Gulf Coast of Louisiana and Texas— 
the greater portion of which is in Louisiana, 
says the Hibernia Bank & Trust Company 
in one of its series of leaflets on “The Agri- 
cultural and Industrial South.” 

The Louisiana sulphur deposits were dis- 
covered in 1869. They were found to be 
substantially one hundred feet thick and lay 
from four to five hundred feet below the 
surface. 

Before the discovery of the Frasch hot- 
water process now in use, sulphur was mined 
as is any rock in a quarry, a method ren- 
dered impossible in Louisiana by virtue of 
the great depth of. the deposit. Frasch’s 
plan is to sink a twelve-inch well with three 
concentric lines of pipe, one inside the other. 
Down the outer pipe superheated water is 
pumped. It melts the sulphur, which flows 
in at the foot of the pipe. Compressed air 
through the center pipe forces the melted 
sulphur to the second concentric, whence it 
is led into bins to solidify. The liquefied 
sulphur is drawn off into tanks, After 
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lel example. There the salt is mined by 
shafts and galleries at a depth of about 
1400 feet. According to the latest figures 
published by the Geological Survey, these 
mines in 1922 produced about 450,000 tons 
of rock salt, the average price of rock salt 
for the entire country that year being $3.85 
per ton. There would seem to be no reason 
why potash salts in Texas might not be 
mined as cheaply as rock salt in Kansas. 
Recent quotations on kainite from Germany 
carrying 14 to 16 per cent K2O are $7.33 per 
short ton, presumably delivered at Atlantic 
ports. These figures suggest that the Texas 
salts might be mined with a margin of 
safety to meet transportation charges to 
eastern markets. Texas salts would have 
to meet the competition of foreign salts in 
these markets, but in the central states, 
where a large market must sooner or later 
develop the Texas salts would have a dis- 
tinct advantage. 

In comparison with other types of potash 
salts produced from salines in this coun- 
try, the Texas salts possess some advan- 
tages. They are sulphates, which are more 
favorable for application to the soil than 
chlorides, which is the form in which salts 
from Searles Lake are now extracted. They 
are of such composition that they may be 
applied directly to the soil without chemical 
treatment, and they lend themselves read- 
ily to refining processes by which higher 
grade salts may be produced for shipment 
to reduce transportation charges. 


Need of Exploration 


LTHOUGH from what has gone be- 

fore the prospects for the development 
of a potash industry in Texas would seem 
to be bright, it is unfortunately true that 
all the information thus far gathered is 
qualitative. We have no quantitative in- 
formation upon which to base commercial 


twenty-four hours’ exposure to the atmos- 
phere the sulphur is solidified. 

Sulphur has a multitude of uses commer- 
cially, two-thirds of the entire output being 
used in the paper pulp industry, leaving the 
other one-third to supply the rapidly increas- 
ing demand. All rubber goods contain about 
11 per cent sulphur; all explosives require 
sulphur ; sheep dip contains sulphur; sulphur 
is used for the bleaching of sugar, and all 
electrical apparatus must have sulphur, as 
well as all dyestuffs, many medicines and 
various industries. Sulphur and sulphuric 
acid are used in the manufacture of more 
articles than any other chemical. Its produc- 
tion is simple and safe and highly profitable. 

The Louisiana sulphur deposit is not only 
the purest in the world, assaying $9.93 per 
cent pure, but is likewise the most productive. 
The mines near Lake Charles originally con- 
tained 10,349,436 tons of sulphur. Of this 
amount, 5,813,782 tons have been extracted, 
leaving a total of 4,535,654 tons yet to be 
mined. 

In foreign trade sulphur is required by 
almost every country as a fertilizer for in- 
dustrial purposes. In the year 1923 the 
total exports of sulphur from the United 


judgment. The wells thus far bored have 
all been made by churn drilling. Bits of 
potash-bearing salt, rock salt, anhydrite, etc., 
are churned together in the hole with mud 
and water, so that all the more soluble ma- 
terials are dissolved and lost. Moreover, 
in open holes with little casing, such as these 
wells all are, it is easy for pieces from 
higher layers to be dislodged and mingled 
with material brought up from greater 
depths. Samples from such wells, therefore, 
afford no accurate data regarding the thick- 
ness or number of the potash layers pene- 
trated by the drill. 

The only way that quantitative informa- 
tion may be obtained is by the expensive 
process of core drilling. The core drill 
brings to the surface cylindrical pieces of 
the rock passed through, so that material 
from any given depth in the well may be 
examined in detail and its chemical, mineral- 
ogical and other properties studied. The 
accompanying photographs of samples taken 
by a core drill from a well in Culberscn 
County, Texas, (not in potash-bearing beds ) 
show the character of the samplés which 
may be obtained by this method and the ease 
with which they may be studied. The cost 
of this type of work, however, is so great (a 
single well may cost as much as $25,000) 
that it is doubtful if private enterprise will 
be sufficiently attracted to insure any ade- 
quate investigation of the Texas potash field 
for many years to come. 

In view of the importance to agriculture, 
to industry and to the nation as a whole 
of an adequate supply of cheap potash, it 
would seem that the Government should 
undertake the exploration of the Texas beds 
by core drilling methods and on a scale 
sufficiently broad to adequately determine 
the commercial availability of the potash. 
Such an investigation would undoubtedly 
be expensive, but it is believed that the 
necessary outlay would be amply justified. 


States to foreign countries were 472,525 tons, 
valued at $4,524,768. Practically every ton 
of this tremendous output finds its origin 
on or near the Coast of the Gulf of Mexico, 
and traffic in the commodity has become one 
of the outstanding features of the growing 
ocean trade in this section of the United 
States. 


No Gain to Banks 


The bankers are commonly charged with 
gaining by business depression, because it 
is said that they belong to the creditor class. 
The fact is that bankers owe more money 
in proportion to their capital than any other 
class of business men; and nearly all of 
their debts are payable on demand. The 
profits of bankers are made upon the de- 
posits left with them by the public, and 
deposits increase in prosperous times and 
decrease in bad times. Furthermore, in bad 
times banks have direct losses by the in- 
ability of borrowers to meet their obliga- 
tions, These losses have been very heavy in 
the last three years. The fact is that bankers 
are the last persons to want any disturbance 
of values—George E. Roberts, vice-presi- 
dent, National City Bank of New York. 
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A Declaration of Principles 


HE plan proposed by the Dawes 

Committee for the liquidation of the 

settlement offers a “satisfactory basis 

upon which to build anew the pros- 
perity of Europe and the world at large,” 
the Executive Council of the American 
3ankers Association asserted in making a 
public declaration of its views on certain 
questions of great importance. In this solu- 
tion, the United States is “vitally interested” 
because until the question is settled Ameri- 
can industries will “face an uncertain fu- 
ture.” Presented by Francis H. Sisson, 
Chairman of the Committee on Resolutions, 
the declaration of principles set forth the 
opposition of the Council to the soldiers’ 
bonus bill, recorded its favor of the Mellon 
plan for a reduction of taxes and its opinion 
that the condition of business was generally 
satisfactory. 


Business is Satisfactory 


66 HE Council believes that business in 

general is satisfactory and that such 
difficulties as exist cannot be eradicated by 
legislative measures,” the declaration read. 
“The same habits of industry and common- 
sense which have carried the country through 
previous crises are the only remedies for pe- 
riods of business depression and no legislative 
measures can permanently overcome the ac- 
tion of economic laws. It is, therefore, es- 
pecially gratifying to note that business men 
have continued to observe a cautious attitude 
toward future commitments and_ have 
avoided the sort of heedless speculation 
which led to the depression that began in 
1920. The Federal Reserve Banks and the 
bankers generally are to be congratulated 
that in spite of the continued inflow of gold 
from abroad, they have been able to prevent 
an inflation of credit. Since our continually 
increasing gold supply has not been made to 
serve as a basis for increased credit to any- 
thing like its potentialities, the country can 
view without alarm the approach of that 


time when changing conditions in interna- 
tional trade balances will cause our present 
gold reserve to be diminished. 


For Cut in Taxation 


ei Gans Council urges the adoption of the 
proposals of the Secretary of the 
Treasury for the revision of taxes. It be- 
lieves that the tax schedules proposed by 
Mr. Mellon will make on the one hand, the 
burden of taxation borne by business and in- 
dividuals as light as is possible, and, on the 
other hand, will enable the Federal Govern- 
ment to obtain the sums required to balance 
its budget. The Council believes with Sec- 
retary Mellon that, if surtaxes are unduly 
high, the welfare of the country is jeopar- 
dized without thereby producing more reve- 
nue for the Government. The Council also, 
in this connection, reiterates its frequently 
expressed opposition to the proposed costly 
distribution of public funds through a bonus 
to able-bodied veterans, while it urges that 
everything possible continue to be done for 
the welfare and comfort of the disabled for- 
mer soldiers. The Council also recommends 
that the tax laws of the United States be so 
amended that our own nationals who live 
abroad may be placed on the same footing 
as citizens of other nations who usually are 
not compelled to pay taxes to their native 
land when subject to the taxation imposed 
by authorities of the foreign country in 
which they are resident. 


European Situation Hopeful 


66°PHE Executive Council of the Ameri- 

can Bankers Association expresses its 
gratification that the Dawes Committee has 
completed its work in so satisfactory a man- 
ner. It feels a keen satisfaction in the fact 
that American representatives on this Com- 
mittee did so much to bring about a success- 
ful accomplishment of the difficult tasks 
which confronted the experts appointed by 
the Reparations Commission. The Council 


recognizes that the plan proposed by the 
Dawes Committee marks merely a beginning 
of the work of readjustment needed in 
Europe, but it trusts that the. recommenda- 
tions of the Dawes Committee will be ac 
cepted in good faith and sincerely carried out 
by all the nations directly concerned as they 
offer a satisfactory basis upon which to build 
anew the prosperity of Europe and the world 
at large. The Executive Council desires to 
point out that in its opinion the United 
States is vitally interested in a satisfactory 
solution of the European problems and that 
unless peace and prosperity are restored in 
Europe, our own industry, commerce, and 
agriculture will face an uncertain future. 


President Head Praised 


66™P°HE Executive Council felicitates the 

Association upon the work of Presi- 
dent Walter W. Head, who has given so 
generously of his time and energy to the 
work of teaching all the people of this broad 
land to become better citizens, and has at all 
times exhorted the bankers of the country to 
lend support only to those measures and 
movements which are sound economically 
and will prove of permanent benefit to the 
profession and the country. President Head 
has done much to bring about closer coop- 
eration between bankers and farmers which, 
especially at this time, has been of the 
greatest benefit to both. 

“The Executive Council makes record 
of its sense of loss at the passing away 
of several former members of the Council 
who have been associated with it and the 
Association in past years. Since the Annual 
Convention at Atlantic City last fall, death 
has called away the following: Jesse C. 
McNish of Nebraska; Harry Wentzy of 
South Dakota; Harry M. Rubey of Colo- 
rado; and the members of the Council by 
this resolution extend to the immediate fami- 
lies of the deceased their heartfelt sym- 
pathy.” 


Some of the Entrants in the Golf Tournament at Augusta 


This photograph shows some of the ladies who participated in the golf tournament on the Georgia links 
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Shall the Government 
In Banking? 


By CHARLES H. DEPPE 


Vice-President Union Trust Co., Cincinnati 


Compete 


Proposed Extension of Postal Savings System Would Make 


Government Real Rival for People’s Accounts. 


While System 


Was Based on Theory That Communities Would Benefit 
of Funds, Bond Requirements Defeat Object. 


From Deposit 


BOUT fourteen years ago the Gov- 

ernment created the Postal Savings 

System, designed to bring out of 

hoarding the supposedly large vol- 

ume of money which the owners, mistrustful 

of the privately owned banks, had secreted 

away—in sugarbowls, well-darned socks, 
and in other nondescript hiding places. 

In the original bill a limit of $500 was 
placed upon the size which savings accounts 
might attain, for it was declared that this 
system was to act merely as a magnet to 
gather in money in small amounts that could 
not be secured otherwise. The whole idea 
was premised upon the thought that new- 
comers to American shores, accustomed to 
postal savings in the land of their nativity 
and imbued with the spirit of saving, but 
ignorant of American ways, would trust the 
Government and place their hoarded earnings 
in the custody of the United States, where 
they wouldn’t trust the banks, it was assumed 
that no foreigner under ten years of age 
would be included in the band of hoarders. 

Endeavoring to show the need for such a 
system, it was assumed that there were only 
1700 savings banks in the whole country. 
Unfortunately this number referred to mu- 
tuals and those banks which specialized in 
savings. While the savings bank originated 
in New England and in the eastern states, 
there were then many commercial banks 
which were handling savings deposits. The 
interest rate was made low purposely so as 
to avoid any possibility of competition with 
established banks, and the law provided for 
the deposit of the postal savings fund with 
banks in the community on the theory that 
the districts from which the hoarded money 
was brought from hiding should derive a 
direct benefit. 


Hoardings Are Indefinite 


HERE has been a wide variance in the 
amount of money estimated to be hoarded. 
A former Postmaster General contended 
that at least one billion dollars was in hiding, 
while the most extreme estimate ran in ex- 
cess of $2,000,000,000. Though there seems 
to be no way in which an accurate figure 
can be arrived at, the more conservative 
view is that not more than $300,000,000 has 
been withdrawn from general circulation and 
is hidden away. There are many who be- 
lieve that a smaller sum is hoarded. 
During the discussion that preceded the 


establishment of the system, it was pointed 
out that this would prove to be a starter; 
with the establishment of the principle in a 
small way, it would develop in a larger way. 
These prophecies have been fulfilled—at 
least in a measure. The law has been 
changed. First the limit was raised to $1,000 
and then it went to $2,500. 

While the bankers hitherto have been as- 
sured that it is not the intention of the Gov- 
ernment, either now or in the future, to set 
up a system that will actively compete with 
the banks for deposits, there is now pending 
in Congress a bill, which, if enacted into 
law, would put the United States on a com- 
petitive banking basis. 


What Is Proposed 


HE measure proposes : 
To raise the interest rate from 2 per cent 
to 3 per cent. 

To increase the maximum single account 
from $2,500 to $5,000. 

To raise from 2% per cent to 3%4 per cent 
the minimum interest rate on deposits of 
postal savings funds turned over to banks, 
The former preference of members of Fed- 
eral Reserve system in the allocation of de- 
posits is removed. 

To reduce the reserve funds required to 
be kept with the Treasurer of the United 
States from 5 per cent to 2 per cent of the 
total postal savings. 

To limit to 10 per cent the amount of the 
postal savings funds that may be invested in 
Government securities when, in the judgment 
of the President the general welfare and in- 
terest of the United States so requires. The 
reserve fund may not be so used now. 

To extend the classification of the char- 
acter of accounts by lifting the ban on de- 
positors under ten years of age, and allowing 
deposits to be made by any individual as 
guardian or trustee for another or others 
and by any beneficial, fraternal, educational 
or religious association or organization, 
through its accredited officers. Joint ac- 
counts may be opened. 

To repeal the present provision permitting 
depositors to obtain Government bonds in 
lieu of deposits. 

If the force of law should be given to 
these proposals, it is quite apparent that 
there would be a departure from the policy 
of not engaging in competition with the 
banks. With each postoffice an agency for 
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the receipt of these savings upon which an 
interest rate of 3 per cent would run, Uncle 
Sam would appear in the rdle of the world’s 
greatest branch banker—with 6802 offices. 


Banks Have Every Facility 


i bey postal savings system, in the opinion 
of bankers, has not succeeded because 
there is no need for it. Nearly every facility 
that the Government can afford to a de- 
positor today can be secured through the 
banking system of the country. Savings 
banking has grown and developed enor- 
mously since 1910. On last June 30, there 
were eighteen billion dollars in savings 
accounts—nearly half of the known public 
deposit of this country, belonging to thirty 
million depositors and making a per capita 
deposit of about $166. There is scarcely a 
single hamlet in this country that is so far 
removed from a bank that the citizens of 
the town cannot do a banking business or 
where a postoffice can render a man a service 
that a bank cannot render. 

But with these figures in mind it is amaz- 
ing that anyone in the United States would 
even venture the opinion that there should 
be some supplemental effort on the part 
of the Government to handle a_ broad 
savings business. Late figures show that the 
Federal system has 485,000 accounts with 
$130,000,000 deposited. It is the contention 
of bankers that this large sum ought to be 
deposited in the banks. 

The security of the Government is one of 
the strongest points that the Postal Savings 
System has but, every time the Postoffice 
Department writes a report and states that 
there are people in the country who can be 
reached only by postal savings, because they 
mistrust the banks or are afraid of the 
soundness of banks, it casts discredit either 
in a small or large degree upon banks in 
certain communities. My conception of the 
Government’s duty to citizens who come to 
our shores and expect to affiliate with our 
population is that it should say: “These are 
our methods and this is our system and we 
want you to affiliate.” Let the Government 
stand up for the safety of banks and not 
endeavor to correct the evil by feeding the 
suspicions and inflaming them more than it 
has. While it is. doubtless true that there 
is more confidence in the Government than 
in the banks this should not lead to the con- 
clusion that because people have more con- 
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fidence in the Government, it should do all 
of the business. Banking business should be 
regulated on the safest possible lines, but it 
is the function of the Government to govern 
and to make it possible for private enter- 
prises to do business—not to engage in busi- 
ness itself. 


Bonds For Money 


‘ye of the arguments made by the spon- 
sors of the proposed laws is that money 
will be returned to the local communities by 
the operation of the Act. Practically, it will 
not work out that way. Before a bank can 
obtain these deposits, it must put up bonds, 
either Federal or municipal, for the purpose 
of surety. Municipal bonds are not accepted 
at full face value, the postal authorities al- 
lowing from 80 to 90 per cent, according to 
their grade and character. Unless a bank is 
already possessed of bonds, has been a bond 
buyer in former years, or has in its vaults 
certain securities that are capable of being 
put up for postal savings, the money is not 
actually returned to the community because 
if the postoffice allows a bank that has no 
bonds on hand $10,000 or $20,000, it has to 
go out and buy bonds before it can qualify. 
Thus the operation of the Act in practice, 
not in theory, can only put deposits in those 
~ banks, which are already bond buyers. The 
effect of it is the same as sending the money 
to Washington. It is only a different way of 
getting it. The bank is compelled to buy 
bonds to secure the deposit before it gets 
the money and, if it has no bonds to put up, 
it has to take the postal savings money to 
‘buy them. If it should buy municipal bonds, 
the actual operation is that the bank can 
obtain only 90 per cent of the par value of 
these bonds from the Government, and thus 
has to put up 10 per cent of the other de- 
posit money to qualify as a depository for 
these funds. A bank possessed with bonds 
might release this money if it desired to do 
so. But the banks in small communities as a 
rule are not bond buyers because they have 
more demands for the use of their money in 
other channels—such as farm loans and 
mortgages—than they can fill. 

Banks cannot afford to pay as large a rate 
upon Government deposits as they offer on 
individual savings accounts. They must buy 
bonds to cover the deposits, if they do not 
have them. Furthermore, when the banker 
takes any deposit from individuals, he turns 
the proceeds into whatever form of invest- 
ment he can to produce the best results for 
his institution. The regulations of the Pos- 
tal Savings System restrict the banks to a 
class of bonds, which are the lowest basis 
of return of any investment that a bank has. 

The question has been raised as to why it 
would be more advantageous in the public 
interest for the individual bank to collect the 
people’s savings than for the Government to 
do so. When these moneys are deposited 
by the postoffice in the banks, they are put 
in the commercial department and not in the 
savings, because the provisions of the law 
state that these deposits shall be paid out 
upon demand. From the standpoint of a 
banker in a small community where there 
are, say, 500 postal savings depositors, it is 
desirable to have direct dealings. A young 
fellow at 18, 19 or 20 years of age may open 
a savings account. As his earning power 


increases the size of his balance increases. 
Suppose, after a few years, he wants to go 
‘n business for himself. He has established 
his credit with the bank through that sav- 
ings deposit and has laid the basis for com- 
mercial credit. If his savings have been 
through the Postal Department—this would 
not be true. This is the essence of the bank- 
ing business today—to get in personal touch 
with the depositors. 

The statement might have been made in 
times bygone that the commercial banks 
would prefer to have the Government gather 
these deposits, and this might have been true 
years ago when the majority of the com- 
mercial bankers of this country never han- 
dled savings deposits because they were too 
small and too trivial to bother with. But 
now when'these savings are growing at the 
rate of a billion dollars.a year and when 
they are practically equal to the deposits for 
commercial purposes, this spirit of indiffer- 
ence disappears. 


Is Postal Savings Profitable ? 


FFICIALS of the Postoffice Depart- 

ment, in their exposition of the profits 
made by the system, contend that there was 
a net profit of $4,672,755 for the past year. 
One of the items was $3,702,838, represent- 
ing the interest on the savings funds which 
were invested in Federal securities, bearing 
rates of at least 4% per cent. Under the 
new order which the pending bill would 
establish, the system would not be permitted 
to use the money in this way. If the funds 
had not been put into bonds, it would have 
been in the banks that pay 2 per cent. Thus 
it is a fair assumption that this figure would 
be cut in two reducing it to $1,850,000. 
Through the sale of Liberty bonds to pro- 
vide funds to meet heavy withdrawals of de- 
posits, the system profited to the extent of 
$2,524,346. This would go out entirely under 
the new bill. Thus it appears that the two 
deductions would reduce the net profit to 
$300,000. Only $640,000 is allocated for the 
expense of running 6000 offices—hardly more 
than $100 each. It is almost inconceivable 
that the Government—or any other agency— 
could handle the whole operation upon this 
outlay, although it is true that some of the 
smaller postoffices have few depositors. 
Officials of the system, in presenting their 
statement of profits, were asked if all the 
expenses incident to the operation of the 
Postal Savings System were included—de- 
preciation, rent, postmasters’ salaries and 
other items. It was developed that no charge 
was made for the office, the salaries of in- 
spectors and certain traveling expenses, 
which probably should be allocated to the 
cost of operation. 

The statistics of the Postal Savings System 
show a great deal more activity in the rate 
of turnover than is experienced by the sav- 
ings bank. Seventy per cent of the deposits 
were checked out during the year, leaving 
only 30 per cent. While the system claims 
that its big profits are due to this turnover, 
it could not show these earnings under com- 
petitive conditions. The banks do not en- 
courage a man to put in a deposit one 
day and draw it out the next. It is not a 
good policy to encourage withdrawals. If 
the Government is going to establish several 
systems in the country that run counter to 


the bank, it will break down all the hard 
work these banks have done in encouraging 
thrift and the building up of capital. 

Frequently the point is made that the 
Government should increase the rate of in- 
terest on postal savings, “average rates” being 
marshalled to show that it is paying less than 
the privately-owned institutions. If it were 
possible to make a survey of the entire coun- 
try and present the results in concise form, 
what would the average rate be? What bear- 
ing or what purpose would this serve other 
than to say in so many words, ‘We want our 
rate comparable with your rate. The whole 
thought behind the Postal Savings System 
was to get those depositors that somebody 
said the banks could not get and to appeal to 
those who were afraid of the banks. Inas- 
much as the Government disclaims the in- 
tention to do business as bankers do, it is 
clear that the rate of interest is not a perti- 
nent factor. Would an increase of 1 per 
cent in the rate of interest bring more money 
out of hiding, especially in view of the fact 
that the rates offered by the savings bank 
would still be higher? 

The claim has been made that the Post- 
office Department having a greater number 
of offices than there are banks can get 
closer to the people and offer them con- 
veniences that the banks can not. The Post- 
master, even in the large cities, does not 
trade with the people. Neither does the 
Assistant Postmaster. It is some clerk in 
charge who comes in contact with depositors. 
If advice on investments were sought, he 
would be the one who was to give it. It is 
patent that this advice would not always be 
good. Passing judgment upon the soundness 
of investments is a serious matter. Bank 
officers realize how careful they must be in 
expressing individual opinions because of the 
possibility of the client misunderstanding. 
It is the counsel given to depositors that 
helps them build up their business. 

At this time, it seems that there is no 
justification for the Government enlarg- 
ing the facilities of the Postal Savings 
System in extending the classification to the 
character of accounts and raising the rates 
of interest. Any increase in the rate of in- 
terest will simply have a tendency to advance 
rates all along the line and project the Gov- 
ernment in effect not only in the savings field 
but in other fields of banking. While figures 
have been presented to show that the system 
is a profit making institution, the perform- 
ance for the past year cannot be taken as a 
criterion because its chief sources of income 

were derived from profit on the bonds, 
whereas it is contemplated that the funds 
should be left on deposit in the banks. 

The Government is here to govern and to 
make efficient our living and to defend busi- 
ness and to make it possible to do business. 
That is the function of the Government. 
Every person who exercises bank functions 
in this country, be he individual or corpora- 
tion, must come under banking restrictions. 
He has to take either a national charter or 
a state charter. The banking business should 
be regulated on the safest possible lines, on 
broad lines, and on safe lines, not to choke 
the business of the country, and where there 
is an element in a community that really 
distrusts the banks, then it is the business of 
the Government authorities and the state 
authorities to make those banks safe so that 
they will not be mistrusted. 


If We Pile Up Another Billion 


in Gold 


By GEORGE E. PUTNAM 


Its Possible Effect on Re-discount Rates and the Business of 


Banks. 


Yellow Metal Without Precedent in History. 
of Handling the Situation Akin to Reducing World’s Supply? 


NE of the favorite contentions of 
economists in pre-war days was 
that a country could not have 
more than its fair share of the 
world’s gold supply. It was argued that if 
one country, say the United States, came 
to have more gold than its trade and in- 
dustry required, bankers would find that 
they had surplus reserves, and they would 
seek to utilize these idle funds by lowering 
their rates of discount. Low money rates 
would lead to credit expansion and greater 
business activity, eventually causing the level 
of prices to rise to a point where imports 
of merchandise would increase while ex- 
ports would diminish, As a result of the 
excess of foreign liabilities over foreign 
credits, gold would flow out of the country 
to meet the balance of payment on the im- 
ported merchandise, or in settlement of 
any other foreign obligation which had not 
been taken care of out of export credits. 
There was logic in this argument so long 
as gold movements from one country to 
another were unrestricted, and so long as 
the banker’s discount rate was governed by 
the size of his reserves. The distribution 
of gold regulated itself. Gold-producing 
countries like the United States normally 
exported more gold than they imported, 
while countries without gold mines, such 
as England, normally imported more of 
the metal than they exported. Gold sought 
its level the world over just as water seeks 
the level of the ocean. The war put a 
check on free gold movements of this kind. 
Since 1914 our gold imports have exceeded 
gold exports in every year, except 1919. 
During the past three years the net gain 
in our gold supply has been far the great- 
est of any previous three-year period. 


Invisible Gain in Gold 
Efficiency 


E now have a gold money stock of 

more than $4,200,000,000, or more than 
40 per cent of the world’s known supply. 
Compared with pre-war years, this repre- 
sents a net gain in our total stock of ap- 
proximately 100 per cent. In making a full 
appraisal of our position, there should also 
be considered the invisible gain in gold effi- 
ciency that has grown out of the change in 
our banking system. Under the present 
system of concentrated reserves, a given 
quantity of gold can be used to.support a 


larger volume of bank credit than was pos- 
sible in pre-war days when reserves were 
scattered. There is no way of reckoning the 
quantitative value of this invisible gain, but 
it is a factor which makes our gold posi- 
tion, compared with pre-war, far stronger 
than it appears to be at first glance. 

There is no case on record where a coun- 
try has succeeded in getting such a large 
proportion of the world’s gold; and it seems 
curious that what other nations have so 
often set about to accomplish through delib- 
erate action, we should have accomplished 
by accident. Gold has literally been thrust 
upon us, and we are beginning to wonder 
what to do about it. 

It seems remarkable also that, having ac- 
quired the gold, it should have remained 
with us so long. When the great outflow 


The Other View 


HE authors views on the 

question of how long the in- 
flow of gold may continue and 
its effect on American prosperity 
doubtless will be sharply chal- 
lenged by many students of this 
situation. He looks forward to 
expected changes in relative 
(gold) prices here and abroad 
that will turn the balance of pay- 
ments against America and fore- 
sees that the loss of gold abroad 
will depress theoretical gold 
prices overseas. But assuming 
a shift in the international bal- 
ance of payments, will we not 
continue to avoid inflation? 
Would inflation be a necessary 
consequence? The author as- 
sumes that a long-run upward 
trend of world prices ts generally 
expected. Perhaps the opposite 
view is more widely held. In the 
expectation that whatever may be 
the course of world prices “we 
must face a good deal of malad- 
justments in the years to come,” 
Mr. Putnam is doubtless justi- 
fied because the world cannot 
destroy life and property without 
paying the price. 


Some of the Probable Effects of an Accumulation of 
Is Our Method 


of gold began in 1919, owing to our inflated 
price level, there were many economists 
who chuckled to themselves, “I knew it could 
not stay here long.” But they chuckled too 
soon. The outward movement soon stopped, 
and gold has been coming in ever since. 

There are a number of factors which 
help to explain why we have been able to 
retain and increase our superabundant gold 
supply. One of these is the rediscount pol- 
icy of the Federal Reserve Board. The 
Board has followed a policy of maintaining 
high rediscount rates in the face of steadily 
increasing reserves. This is a complete re- 
versal of the banking policies which were 
followed in pre-war days, when the banking 
system was decentralized, and each banker 
was free to determine his own reserve pol- 
icy. 

No doubt one reason for the Board’s cau- 
tious policy is the fear that low discount 
rates might bring on another period of in- 
flation, only to be followed by a period of 
painful recovery. The Board probably feels 
that, inasmuch as our surplus gold must one 
day leave the country, it would be danger- 
ous in the meantime to use it as a basis 
for credit expansion. 


Europe Wants a Market 


Srey feeling is shared to some extent by 
the intelligent business community, but 
the Board’s present policy is arousing indig- 
nation abroad. Europe wants a market in 
which to sell its products, both as a means 
of discharging its obligations to the United 
States and also as a means of regaining 


some of the gold it has lost. So long as 
the Federal Reserve Board insists on main- 
taining high rediscount rates in the face of 
increasing reserves, it keeps our price level 
from rising to the point where Europeans 
could send us goods in liquidation of their 
indebtedness. Incidentally it checks the de- 
velopment of a situation which would cause 
us to lose some of our excess gold. 

A second reason why gold has remained 
with us in such quantities is that the Emer- 
gency Tariff and later the Fordney Tariff 
made it increasingly difficult for us to buy 
European goods. That, of course, was the 
primary consideration in raising the tariff. 
It was intended to restrict the importation 
of goods from those countries which, on 
account of low wages or depreciated cur- 
rencies, could produce goods at lower costs. 

It should be mentioned in this connecticm 
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that whatever merit high tariff barriers 
may have, they invariably produce one result 
that is objectionable (though it is not in- 
tended to be so), namely, to the extent 
that they restrict imports they also restrict 
exports. A nation which refuses to buy 
cannot continue to sell. As yet we have 
not had to face this matter seriously because 
Europe has been dependent on us for cer- 
tain products which were unobtainable else- 
where, and, therefore, our export trade 
has held up fairly well. But being unable 
to sell in our highly protected markets as 
much as they were temporarily obliged to 
purchase from us, the countries of the world 
have been forced to strike a balance by send- 
ing gold or credit obligations. 

A third reason for the continued balance 
of payments in our favor is that Great 

3ritain recently began to make payments on 

her American war debt. During the year 
1923 she paid us $222,000,000 on account of 
interest and principal, leaving more than 
four and a half billions of principal yet 
to be paid. It is impossible, of course, to 
know what portion of these initial payments 
was made out of credits built up by sending 
gold, but it is known that $150,000,000 in 
gold was sent to us from England during 
the year, and this amounted to about 46 
per cent of the total gold imported. 

When the funding of the British debt to 
the United States was being discussed two 
years ago, the writer heard the then Chan- 
cellor of the Exchequer reier to the matter 
at a public function in London in- approxi- 
mately the following sentiment: 


America wants us to pay our war debt. We 
contracted the debt in good faith, and we expect 
to pay it. But America has made it extremely 
difficult for us to pay in the ordinary commercial 
way. She has virtuall; closed her doors to our 
manufactured goods. There is left only one way 
whereby we can discharge the debt, and that is by 
the shipment of gold. Very well, we will pay in 
gold, and it will be America’s job to find out how 
to get rid of it. 


Inconsistent ? 


HESE remarks called forth a series of 

mirthful chuckles from those assembled. 
One could not help getting the impression 
that we were a strangely inccnsistent and 
economically illiterate people, not because we 
expected the debt to be paid, but because 
we had denied the usual means of payment. 
It seems probable, however, that England 
herself would have been forced to erect 
high tariff walls if Germany had undertaken 
to pay reparations on the scale that was orig- 
inally imposed. Germany could have paid 
her reparations debt only by selling her prod- 
ucts in foreign markets, and British industry 
would have felt the severity of German 
competition in the home market far more 
than in pre-war days when trade conditions 
were free from war-debt and_ reparation 
factors. 

A final reason for our excessive gold 
holdings arises out of the political and 
monetary uncertainty existing ia Europe. 
England has been afraid of a Labor Govern- 
ment, nationalization of railways and coal 
mines, and a levy on capital. Central Eu- 
rope, particularly Germany, has tried to 
save what it could from the wreckage by 
converting what liquid capital remained into 
stable American money. In France there 
has been anxiety lest the franc go the way 
of the mark, especially since the failure of 
the Government to extract reparations from 


Germany. All over Europe there has ex- 
isted a feeling of uncertainty, due to the 
political and currency situation, which has 
led investors to increase their holdings of 
dollar exchange and dollar securities. 

The balance of international payments con- 
tinues in our favor, and gold continues to 
arrive at a faster rate than foreign mines 
can produce it. How long can this one- 
sided movement go on, and what effect is 
it likely to have on our foreign and domes- 
tic trade? Is it a factor which weighs on 
the side of business prosperity or of busi- 
ness depression? Or is it a matter of no 
great consequence either way? 


Our Gold Accumulation 
Matter of Concern 


EARLY everyone agrees that our gold 

accumulation is a matter of concern. 
Although we have no precedents to go by as 
regards the probable effect of such a large 
quantity of gold in circumstances like the 
present, we at once assume that it must have 
an inflationary effect, because in times past 
large gold reserves have made for a condition 
of easy credit and rising prices. But this as- 
sumption does not necessarily hold true 
under present conditions. The ratio of bank- 
ing reserves to bank liabilities is now subject 
to arbitrary control by the Federal Reserve 
Board; and, whatever the motive, the Board 
has chosen to adopt a policy of maintaining 
higher discount rates than are required for 
the protection of bank reserves. It has also 
revised the method of stating gold holdings 
by the reserve banks. For these reasons the 


Gold and Prices 


ad looks as if a deflating pro- 

cess in Europe ts already un- 
der way. By raising protective 
tariffs against European goods, 
and by doing everything we could 
to prevent inflation in our own 
prices, we have made it very dif- 
ficult for our European debtors 
to discharge their obligations by 
sending us goods. Lack of mar- 
kets has aggravated their unem- 
ployment problem, while the ne- 
cessity of meeting their obliga- 
tions to us through gold ship- 


ments has contributed to the fall 
in the value of their currencies. 
“Tt is not maintained that these 
factors have a deflating effect on 
actual prices in Europe, but rather 
on actual prices converted to a 


gold dollar basis. They force 
reductions in labor costs, and 
they force economies both in pro- 
duction methods and in consump- 
tion. In short, they tend to 
widen the spread between Euro- 
pean prices (converted to a gold 
basis) and our own to a point 
where goods can be sold to us in 
spite of tariff barriers.” —George 
E. Putnam. 
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evidence seems fairly conclusive that the 
Board is opposed to inflation. 


Lose Control of Discount Rates 


T is conceivable that a situation might 

arise where the Board would no longer 
have any control over discount rates. Con- 
tinued importation of gold from year to 
year would gradually diminish the earning 
assets of the Federal Reserve banks (chietly 
because the gold would be used by member 
banks to pay off their loans at the reserve 
banks) until the mere consideration of meet- 
ing expenses would force the Board to 
change its rediscount policy. Even befcre 
that point was reached member banks would 
have become sufficiently independent of the 
reserve banks to determine their own dis- 
count policy. 

It is interesting to observe in this con- 
nection that the earning assets. of the Fed- 
eral Reserve banks would be practically 
wiped out by the importation’ of an addi- 
tional $1,000,000,000 in gold. This is con- 
siderably less than the total quantity im- 
ported during the last three years. 

Conceding, for the moment, that the ques- 
tion of discount rates might get beyond 
the control of the Federal Reserve Board, 
it still does not follow that inflation would 
result. It may be that entirely too much 
significance has been attached to the effect 
of low interest rates on credit expansion— 
there may be other factors in the present 
situation equally importarit. For example, 
how could low discount rates bring on undue 
credit expansion for industry so long as 
agriculture is over-expanded? 

Between the farm and the factory there 
is an unbalanced relation. Wages in industry 
are high. According to the Bureau of La- 
bor, the weekly earnings of labor in manu- 
facturing industries are more than twice as 
high as in 1914, while living costs are cnly 
70 per cent higher. One of the chief mat- 
ters of concern in the present business sit- 
uation has to do with the probable length 
of time that the farming population can 
continue to buy the high-cost labor products 
of the cities. Eventually a balance must be 
re-established, either through a decline in 
industrial costs or through an increase in 
farm labor income, 

What with 30 per cent of our purchas.ng 
power represented in the farming population, 
the unbalanced relations between farm income 
and labor earnings, over-expansion in our 
agriculture and contraction in European 
manufacturing activity (which condition 
makes it impossible for Europe to absorb 
our surplus farm products)—in view of 
these conditions, together with the lack 
of balance in our own industrial situation, it 
may be very seriously questioned whether a 
reduction in rediscount rates could stimu- 
late business to the point where a condition 
of inflation would exist. Business men gen- 
erally are in a cautious mood, remembering 
only too well the painful consequences of 
inflation to be in favor of it. 


If We Avoid Inflation 


T: by one means or another, we avoid 
inflation, then we must expect our gold 
accumulation to have a depressing effect 
upon the price level abroad. Either we 
must have higher prices in this country, or 
there must be some degree of deflation in 


>, 
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those countries which have lost their gold 
before a balanced relation can be re-estab- 
lished. 

It looks as if a deflating process in Eu- 
rope is already under way. By raising 
protective tariffs against European goods, 
and by doing everything we could to pre- 
yent inflation in our own prices, we have 
made it very difficult for our European 
debtors to discharge their obligations by 
sending us goods. Lack of markets has ag- 
gravated their unemployment problem, while 
the necessity of meeting their obligations 
to us through gold shipments has contrib- 
uted to the fall in the value of their cur- 
rencies. 

It is not maintained that these factors 
have a deflating effect on actual prices in 
Europe, but rather on actual prices con- 
verted to a gold dollar basis. Thev force 
reductions in labor costs, and they force 
economies both in production methods and 
in consumption. In short, they tend to 
widen the spread between European prices 
(converted to a gold basis) and our own to 
a point where goods can be so!d to us in 
spite of tariff barriers, 

The price level in the United States is 
now higher than the gold price level in any 
other country. It has been higher here 
than in England since May, 1922, and it is 
very much higher than the price level in 
France. A further widening in the spread 
must be expected before the redistribution 
of gold can commence. It is also to be 
expected that the redistribution process, once 
begun, may require several years for com- 
pletion. 

Whether redistribution takes place as a 
result of rising prices in the United States, 
or of falling (gold) prices in Europe, or 
as a result of the operation of both fac- 
tors—we must be brought face to face with 
a fundamental change in the relation be- 
tween our exports and imports. The ex- 
cess of imports must be large enough to 
enable Europe to discharge interest obliga- 
tions, and it must be larger still before Eu- 
rope can get any substantial part of our 
gold. On the export side we have to 
face the loss of foreign markets, some of 
which have already been lost, after hav- 
ing equipped our industry to cater for the 
<dlemands of an extensive foreign trade. 


Forces In Operation 


is no way of knowing how long 
a period of time may be required to 
bring about these new relationships, or how 
soon they may be expected to produce a 
marked effect on American business. We do 
know, however, that the general trend of 
our imports is upward and that the trend of 
our exports is downward—in short, that 
our gold stock is already setting into op- 
eration the forces that will stimulate im- 
ports of merchandise, at the same time mak- 
ing it more and more difficult for us to hold 
our own in the export trade. 

It is difficult to see how we can have 
any great prosperity under these conditions, 
and it is difficult to know how to get rid 
of the gold which is causing the trouble. 
There is no great likelihood that order 
will be restored through the sale of for- 
eign securities in the American market, be- 
cause investors are not in the proper mood 
to make large investments in such securi- 
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ties. Nor is there much hope that the prob- 
lem will be solved through recourse to tariff 
reductions. The latter method of attack 
would certainly stop the flow of gold to 
this country. It would increase the quantity 
of merchandise imports and eventually cause 
an exportaticn of gold. But in the meantime, 
like all tariff reductions, it would have a 
depressing effect upon our own business. 

The whole problem bristles with perplex- 
ing difficulties. According to European opin- 
ion, our present policies lead only in the di- 
rection of financial indigestion. And our 
view is that if we change those policies so 
as to avoid indigestion in the future, we can 
expect to be afflicted with other ailments 
in the present. In spite of our gold accu- 
mulation and the war debts owed to us by 
Europe, we are not in such an enviable 
position after all. 

Those who are interested in the question 
of future price trends may derive one other 
suggestion from the present gold situation. 
Nearly everyone is agreed that for the 
long run the trend of the world’s price 
level will be upward. This conclusion is 
based upon the assumption that gold will 
continue to be produced at a faster rate 
than it is consumed in the arts, leaving 
a yearly surplus to be added to the world’s 
supply of monetary units. Since 1900 the 
world has produced more than $9,000,000,- 
000 of gold, or about half the total quantity 
produced since the discovery of America. 
The present annual output of about $325,- 
000,000 is considerably. less than the pre- 
war average, but it is still large enough to 
make its effect felt in the long-time trend 
of prices. Besides, there is always the pos- 
sibility that the discovery of richer vei.s 
or cheaper methods of extraction will sub- 
stantially increase the output in years to 
come. In considering the short-time trend 
of prices, these factors may be ignored. 


Equivalent to Reducing 
World’s Stock of Gold 


HE significant factor at present is 

that we have been importing gold at 
a faster rate than foreign mines could pro- 
duce it. We have taken gold from for- 
eign bank reserves, locked it up in our own 
vaults, and refused to allow it to have any 
stimulating effect on prices. If we con- 
tinue in this policy of drawing all the gold 
foreign mines produce, drawing on the re- 
serves of foreign banks besides, and then 
maintaining our excess stocks in idleness, it 
is equivalent to reducing the world’s supply 
of gold money (so far as its capacity to 
affect prices is concerned), and this must 
inevitably reduce the world’s level of gold 
prices. Since prices in any one country 
cannot remain far out of line with prices 
in other countries, it might be argued that 
the trend of prices in the United States dur- 
ing the next few years should be slightly 
downward. 

This kind of reasoning should not be taken 
too seriously. At best the conclusion is 
only a suggestion, based on the assumption 
that present tendencies will continue when, 
in point of fact, these tendencies might be 
completely upset by a reversal of Federal 
Reserve policies, cancellation of war debts, 
or unforeseen developments in the gold- 
mining industry. But the suggestion at least 


has the merit of showing how interdepend- 
ent the nations of the world have become, 
and how great an effect the policies of one 
country may have upon the world as a 
whole. 

It seems to make little difference, in con- 
sidering our present problem, which method 
of approach is followed. If, as was pre- 
viously shown, we insist on the payment of 
war debts, and at the same time try to pre- 
vent the sale of foreign goods in our mar- 
kets, we are bound to accumulate gold, and 
this will make it more and more difficult 
for us to maintain our export trade. On the 
other hand, if we try to protect ourselves 
against the evils of gold accumulation by 
preventing its use as a basis for credit 
expansicn, we may bring on a period of fall- 
ing prices. Whether we suffer from the 
lack of foreign markets, or as a result of 
falling prices, it appears in either case that 
we must face a good deal of maladjustment 
in the years to come as the price of our war 
prosperity. 


Convention Calendar 
STATE 


DaTE ASSCCIATIONS PLACE 
May 16-17 Alabama ..... Birmingham 
May 20-21 Kansas ...... Kansas _ City* 
May 20-21 Missouri ...... Kansas City* 
May 21 Rhode Island. East Providence 
May 21-23 Pennsylvania ... Philadelphia 
May 22-24 Visgimia .......... Norfolk 
May 27-28 Oklahoma ......... Sulphur 
June 3-5 Minnesota ......... St. Paul 
June 4-6 North Carolina ... Asheville 
June 4-7 California ..Yosemite Valley 
June 5-7 District of Columbia, White 

Sulphur Springs, W. Va. 
June 10-12 Washington ....... Olympia 
June 13-14 Oregon ............ Seaside 
June 16-18 Iowa .......... Mason City 
June 17-20 Michigan Grand Haven 
June 17-18 South Dakota ...... Huron 
June 18-20 Ohio .......... Cedar Point 
June 19-20 Illinois ............ Decatur 
June 29-21 Colorado .......... Boulder 


June 20-21 Connecticut, 

Poland Springs, Me. 
June 20-21 New England.So. Poland, Me. 
June 23-25 New York..Montreal, Canada 


June 24-25 Wisconsin ....... Milwaukee 
June 26-27 North Dakota ....... Fargo 
July 16-17 West Virginia ..... Bluefield 
July 17-19 Montana .......... Bozeman 
Sept. 4 Delaware ........ Rehoboth 
Sept. 11-12 Indiana ........ Indianapolis 
Sept. 12-13 New Mexico ... Albuquerque 
Sept. — Wyoming ......... Riverton 
Oct.. 24-25 Arizona .......... Prescott 
*Joint session on one day. 
OTHER ASSOCIATIONS 

June 4-6 National Foreign Trade Coun- 

June 10-13 National Association of Credit 

Buffalo, N. Y. 
July 15-18 American Institute of Bank- 

Baltimore, Md. 
Sept. 22-24 Investment Bankers Associa- 

Sept. 29-Oct. 2 American Bankers Associa- 
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Seek to Stop Reserve Board Collection of Non-Cash Items 


HE Federal Reserve Board will be 
requested to discontinue the practice 
| of collecting non-cash items as the 
result of the action taken by the Executive 
Council at the spring meeting approving 
the report of a special committee, appointed 
at the last general convention to make a 
study of the subject. Robert F. Maddox, 
chairman of the board, Atlanta and Lowry 
National Bank, Atlanta, Ga. C. L. Brokaw, 
president, Commercial National Bank, 
Kansas City, and William C. White, presi- 
dent, Merchants & Illinois National Bank, 
Peoria, Ill, were appointed by President 
Head to confer with the officials of the 
Federal Reserve Board to urge the abandon- 
ment of collecting these items. 

“We are convinced that the service of 
handling collection items by Federal Re- 
serve banks is exceedingly unbalanced in 
its benefits to member banks,” J. W. Bar- 
ton, vice-president, Metropolitan National 
Bank, Minneapolis, the chairman of the spe- 
cial committee said, in presenting the report. 
“We believe the Federal Reserve Act did 
not intend to put the Federal Reserve Banks 
in competition with commercial banks or 
that they should do business directly with 
the public. 

“We find based on information received 
from a Federal Reserve bank that, only one 
out of twelve member banks use this ser- 
vice at the present time, and that this 8 
per cent of their membership is comprised 
almost entirely of the large city banks, thus 
taking away from 92 per cent of their mem- 
ber banks a banking function which they 
feel they have a right to perform. For the 
Federal Reserve Banks to continue to col- 
lect non-cash items would therefore tend 
to aggravate further many member banks 
in the country and-keep others out of the 
Federal Reserve System, and continue to 
add to the already widespread feeling that 
there is a tendency within the system to 
increase rather than diminsh their commer- 
cial activities. 


High Cost of Collection 


“WW E find that it costs Federal Reserve 
banks thirty times as much to col- 
lect non-cash items as it does to collect 
cash items. For example, during the quar- 
ter ending June 30, 1923, the Federal Re- 
serve banks handled 176,096,223 cash items 
at a total cost of $1,132,438, or a cost per 
item of .0064. During the same period 1,- 
253,281 non-cash items (exclusive of Gov- 
ernment coupons) were handled at a -cost 
of $245,291, or a cost per item of .1957. 
“Further that, the total cost of collecting 
non-cash items is rapidly increasing. In 
1923 the cost to Federal Reserve banks was 
in excess of $1,000,000, and if not discon- 
tinued will soon be many times that amount. 
“We feel that the expenditure of more 
than a million dollars by Federal Reserve 
banks to collect non-cash items for less 
than 10 per cent of the members is unjust 
to the other 90 per cent, besides taking 
away from a large number of member 


banks the’ collection privilege to which they 
feel they are justly entitled. 


A Dunning Agency 


“We. find that the Federal Reserve 
banks in performing this service 
are thus made dunning agencies for the 
collection of large and small accounts of 
varied character and descriptions at Leavy 
cost to them and to the detriment of the 
System as a whole in the minds of the pub- 
lic. For illustration, in one Federal Re- 
serve bank there was outstanding March 
31, 1924, a total of 1574 items for collection 
of which 834 items—or more than half of 
the whole number—aggregating slightly 
more than $25,000. 

“Your Committee caused inquiry to be 
made of the Clearing House Associations 
in cities that have a Federal Reserve bank 
or a branch to determine their attitude on 
the question, and desires to report that out 
of the 24 reporting, 17 were in favor of 
requesting that Federal Reserve banks dis- 
continue the collection of non-cash items, 
and 7 for continuing the service, that of the 
1 for discontinuing 11 adopted resolutions 
which were forwarded to the Federal Re- 
serve Board. 

“Therefore, in view of the foregoing 
facts and after careful consideration of the 
subject matter and with a sincere regard for 
the full worth of the Federal Reserve Sys- 
tem and fully appreciating the great im- 
portance of maintaining the Federal Re- 
serve banks as banks of reserve, rediscount 
and issue, for which they were originally in- 
tended, we most earnestly recommend that 
the collection of non-cash items by Federal 
Reserve banks be discontinued, and further 
recommended that a committee of three bank- 
ers be appointed to confer with the Federal 
Reserve Board with authority to urge that 
the Federal Reserve banks discontinue the 
collection of non-cash items.” 


Faircloth Urges Caution 


HILE the report was adopted, on the 
following day Charles A. Faircloth, 
president, National City Bank, Tampa, 
Florida, expressed the opinion that this 
practice served as a “very good way to give 
back to the member banks a portion of the 
excess earnings now being paid to the gov- 
ernment as a tax.” He asserted that the 
opposition to it was traceable to the banks 
located in Federal Reserve cities and in 
branch cities, which disliker to lose the ex- 
change profit. He argued that the advan- 
tages enjoyed by members located in these 
cities far overbalanced the small loss sus- 
tained by each by reason of par facilities 
being accorded members on items payable in 
these cities, and citea the necessity of banks 
in other cities ordering money several days 
in advance of the time needed. 
Reciting that there were only about three 
hundred bankers present, he urged them to 


exercise the greatest caution in supporting a 
movement which would effect every member 
of the Federal Reserve system. 

“It is high time for the bankers of Amer- 
ica to lay aside everything that smacks of 
selfishness in considering matters affecting 
the system, so that we may raise all our 
discussions to a high plane and consider all 
proposals affecting the system, strictly on 
their merits, to the end that it may render 
the greatest possible service to the banking 
and business interests of America,” he con- 
cluded. 

By a vote of the Executive Council, Mr. 
Faircloth’s remarks were referred to the 
special committee for its consideration. 


Steel Trail Blazer 


(Continued from page 714) 


mendation that the whole matter should 
receive the attention of Congress. Stating 
that, while certain features of the covenant 
between the Government and the railroad 
had been reviewed and determined by the 
Federal courts from time to time, the Presi- 
dent added that “at no time does there ap- 
pear to have been a comprehensive review 
or determination of the entire transaction, 
covering the entire equities and obligations 
created by the covenant. 

“The statements contained in the letter 
from the Secretary of Agriculture raise 
serious questions as to the extent to which 
the railroad company may have obtained 
undue benefits from the grant, and also as 
to the extent of its compliance with the 
obligations imposed upon it by the legisla- 
tion which conferred the grant,” the Presi- 
dent said in his letter to Representative Sin- 
nott, chairman of the House Committee 
on Public Lands. “I believe that these ques- 
tions should be fully determined before a 
final settlement of the matter is effected, 
and before further public lands are patented 
to the company. From the nature of the 
case, and particularly the broad and varied 
equities which it involves, it would seem 
that such a determination and settlement 
can be made only by the Congress. 

“The United States has granted lavishly 
of its public resources to aid the extension 
of transportation facilities, and thereby the 
economic development of the western states. 
No question as to the wisdom of that pol- 
icy is involved in this issue. Nor is any 
question involved as to the legal and moral 
obligation of the Government to discharge 
in full the contractual obligations which 
are assumed for the accomplishment of the 
public benefits. That the legal and equitable 
claims of the grantee should be fully 
weighed and safeguarded goes without say- 
ing. But it is still more imperative that 
the interest of the public, both in the pos- 
session and conservation of valuable nat- 
ural resources and in the accomplishment 
of the purpose from which the grant was 
made, be adequately protected in an equita- 
ble settlement of this question.” 


~ 


The Campaign for Enlightenment 


N bringing before the public at large 

correct ideas as to the fundamentals of 

business procedure, the work of the 

Commission on Public Education has 
been mainly a continuation of the previous 
year’s activities, J. H. Puelicher, president, 
Marshall & Illsley Bank, Milwaukee, and 
chairman of this commission, reported to the 
Spring Meeting of the Executive Council 
in outlining the campaign for the spreading 
of useful economic information. 

“State committees on public education have 
been hard at work in thirty-seven states and 
in the District of Columbia, organizing 
county committees, distributing the talks, 
and enlisting the support of bankers and 
school authorities,” he stated. “The secre- 
taries of the state bankers’ associations have 
in almost every instance assisted the chair- 
man ably with the work. The fact that 
this year only thirty-seven states are 
organized in comparison with forty organ- 
ized last year is not indicative of decreasing 
interest in the plan and should not be a 
cause for apprehension. Because of the 
distressing economic conditions in the north- 
west and the consequent uncertain position 
of banks in public favor, it has been con- 
sidered wise to discontinue public education 
activities temporarily in a small number of 
states in that section of the country, lest 
an aggressive campaign under the present 
conditions be misconstrued by the people. 
In the majority of active states, however, it 
is a pleasure to be able to report that good 
progress has been made. It has been gratify- 
ing, too, to have welcomed one new mem- 
ber into the circle of active states—Wyom- 
ing now has a committee on public education 
and under the direction of an enthusiastic 
chairman, the work has been started in a 
small but thorough way. 


Talks to Two Millions 


sept is somewhat difficult at this time of 
the year for the state chairmen to 
secure accurate reports from their sub- 
committeemen as to the number of talks 
delivered and the number of people reached. 
It is customary for such reports to be called 
in at the end of the school year in June. 
From the summaries of the work that have 
come to us, however, we estimate that over 
17,650 talks have been delivered before about 
2,000,000 people. The totals in most cases 
represent conservative approximations by 
the chairmen and secretaries charged with 
responsibility for the work in the various 
states, and prove that this year’s campaign 
is marching abreast with that of last year. 
Statistics, of course, constitute the best 
measurement of the extent of our work, but 
they are by no means a measure of the 
enthusiasm displayed in many sections of 
the country. Those bankers who have 
entered wholeheartedly into the work have 
in general been delighted with the results 
and are thoroughly convinced of the worth 
of the plan.” 

Mr. Puelicher’s report related how a series 
of letters were sent out to state superintend- 


ents of education, to officials of state bankers’ 
associations and to the presidents of Ameri- 
can Institute of Banking chapters urging 
their cooperation in the campaigns to give 
the public an intelligent understanding of the 
economic principles of vital public questions. 
The results obtained were gratifying, he 
said. 


General Understanding Lacking 


667 T has been our experience during the 

past two years that the average busi- 
ness man-can-use profitably in his com- 
mercial life a knowledge of the principles 
outlined in his talks,” he said. “The average, 
adult understands but little more about 
the fundamentals upon which our economic 
structure rests than does his small son in 
the seventh grade of the grammar school. 
The use of the talks, therefore, as the basis 
for addresses before Rotary, Kiwanis and 
Lions - Clubs, teachers’ institutes, parent- 
teacher associations, and local civic organiza- 
tions has been an important part of the year’s 
work. Copies of the talks have been sent 
to every Lions Club in the country. Rotary 
International cooperated with us by print- 
ing in one of its weekly letters a statement 
concerning the availability of our material 
to banker-members, with the result that a 
large number of local Rotary Clubs have 
applied for sets of the talks. 

“A further illustration of this effort to 
reach the grown-ups of the land may be 
taken from the state of Louisiana, in which 
a member of the state committee on public 
education on one occasion addressed fully 
2500 teachers and principals at the Annual 
Convention of the Louisiana Teachers’ Asso- 
ciation, Other states, too, have given greater 
thought this year to the plan to reach the 
parent. In Illinois, a unique feature has 
been the organization of what is termed 
‘Flying Squadrons,’ composed of speakers 
who may be called upon to address women’s 
clubs, fraternal and civic organizations, and 
farmers’ meetings on general financial and 
economic subjects. 


School Work Active 


66 LTHOUGH efforts have been made 

to increase the number of talks be- 
fore the business men of the country, it 
must not be thought that the work in the 
schools has suffered. If anything, the 
school campaign has been pushed with even 
greater vigor. In the state of Oregon 
lectures have been given reaching at. least 
two-thirds of the high school students in 
the state; in Portland, alone, all the students 
of high school age have heard the lectures. 
We are told that in Ohio, which was organ- 
ized for work only last year, more than 750 
talks have been delivered with several series 
still in progress; this represents an increase 
over last year of 100 per cent. In Alabama 
approximately 150 schools have been visited 
periodically by the bankers, and in Arizona 
all the towns and cities have been organized 
and lectures are being given by bankers be- 
fore either the eighth grade or high school 
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classes. This is the first year that an at- 
tempt has been made to deliver the lectures 
in the various towns of Arizona and gratify- 
ing results are expected. In one large south- 
ern city, furthermore, the outlines of the 
talks are being used as a textbook in the 
senior grades of the high schools, supple- 
mented by regular talks by business men and 
by visits to the banks. 

“Several interesting phases of the work 
have come to our attention. To discover the 
best way of bringing the story of banking 
and economics to the schools, one member 
of a state committee on public education in- 
vestigated the methods used in educating 
young people in other fields. The tendency 
of today, he found, is toward the ‘acting- 
out’ method. Accordingly, he persuaded his 
wife, who is a writer for several magazines, 
to put the principles of banking into play 
form, the production to be given at school 
assemblies. The dramatization of the talks 
is likewise being tried in a school in Massa- 
chusetts. This is one means of creating 
lively interest in the content of our material 
which gives promise of further development. 
In one small town in the Middlewest, so 
much feeling was aroused by the local 
banker going into the schools each week and 
presenting the talks that a class of business 
men is being formed, the banker to be the 
instructor on various phases of banking and 
economics. 


Other Media Used 


66 THER media through which bank- 
ing education may be presented to 
the public have likewise been employed. 
Broadcasting from many radio stations in 
the various sections of the country is one 
of these. Perhaps the most comprehensive 
series given over the radio this year has 
been that from Station WFI in Philadel- 
phia, from which a series of twelve talks 
has been given. Not only is broadcasting 
a novel and effective way of reaching the 
people, but it is also a means of bringing 
banking information to a vast audience. 
“Another feature of the work has been 
publicity through the press. A large num- 
ber of newspapers and a few magazines have 
carried the story of banking to their readers 
by printing the talks from time to time in 
their columns. In New Orleans, for example, 
the talks have been used as a continuous 
series in all the newspapers, thus reaching 
over a period of twelve months a daily 
audience of approximately 250,000. Again, 
in one of our western states, the editor of 
a local newspaper was so much interested 
in the material that he printed the entire 
series which was widely read and favorably 
commented on. It is reported that in Cali- 
fornia an effort will be made as soon as the 
schools close to reach the public through the 
press by means of a set of articles based on 
the talks. This friendly attitude of the press 
has been one contributing factor toward the 
success of our work thus far. 


“There have been two general features of 
the work of the Commission on Public Edu- 
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cation this year which are deserving of 
special mention. The first is the participa- 
tion of institute chapters in taking over 
responsibility for the work in their com- 
munities. In fifty-two cities, talks are being 
given under chapter supervision. This repre- 
sents a great increase over last year. Many 
of these chapters have done excellent work. 
In New Orleans, for example, competent 
speakers from the chapter are delivering 
talks in all the schools, with the hearty 
approval of the teachers and principals. In 
Baltimore, speakers from the local chapter are 
not only appearing before the schools, but 
each week are addressing a club of teachers, 
newly formed from the junior and senior 
high schools for this purpose. Many other 
examples might be cited of similar activities. 


HE second outstanding feature is the 
position that the school authorities 


have taken with reference to our plan. It 
has been made clear in a forceful way this 
year that the schoolmen favor putting the 
work in the schools. It is significant that, of 
all the replies we received in response to our 
letters asking for cooperation in the spread- 
ing of banking information, not one con- 
tained an unfriendly or critical expression. 
In about one-third of the states, the state 
superintendents not only have indorsed the 
plan to have banking information brought 
before their pupils, but in many cases have 
addressed a letter to either local county 
superintendents or principals of schools, 
commending the plan and urging cooperation. 

“There is ample evidence that educators 
appreciate the meaning and possibilities of 
our work and that it now, more than ever, 
rests with the bankers of the country to do 
their full share. From several reports that 
have come to us, however, it would seem 
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that securing the interest of the banker js 
not as easy a matter as it should be. Clearly, 
the success or failure of our plan in future 
years is now in the hands of the hankers. 
The public is responsive and we have assur- 
ances of the approval of the school author- 
ities. It is the individual banker wh ne ‘s 
to be awakened to the privilege that is his. 
A banker is more than a part of his in- 
stitution; he is a powerful factor in in- 
fluencing the prosperity and stability of his 
community. That type of citizenship which 
has as a basis habits of thrift and industry 
and an intelligent understanding of the 
economic principles of vital public questions 
depends upon proper education. The plan 
of the Commission on Public Education has 
as its object the attainment of such an ideal, 
but to make it a success we must have uni- 
versal support from the bankers of the 
country.” 


Savings Banks Enlarge Scope of Activity 


“Te idea motivating the activity of 
the Savings Bank Division this 
year has been that of developing 
the greatest usefulness to all members of the 
American Bankers Association by means of 
the heartiest cooperation of all the factors 
with which the Division comes in contact,” 
Charles H. Deppe, President, Savings Bank 
Division, reported. “In addition to other 
activities attention has been given to human- 
izing the relationships existing between the 
staff and the banks and those other agencies 
which, although not engaged in the banking 
business, are closely related therewith. 

“The underlying theme of the activities of 
the Division is, of course, that of savings. 
The compilations issued by this Division are 
coming to be regarded more and more as 
authoritative. As a result, the calls for this 
material are constantly increasing. Savings 
as of June 30, 1923, as reported on deposit 
by the banks of the United States, amount 
to more than $18,000,000,000. So per- 
sistent have become requests for com- 
parative statistics over ten year periods, that 
within a very short time the Division will 
attempt to compile the savings deposits for 
the years 1913-1920 inclusive. The sheer 
volume of savings deposits is so great as to 
occasion widespread interest, and has caused 
a much deeper study as to how the yields in 
the field may be increased. 


School Savings Plans 


66 NE of the developments under savings 

is that of school savings, which from 
a very small beginning a few years ago de- 
veloped bank balances as of Jan. 31, 1924, 
of almost $15,000,000. A_ tabulation of 
school saving activities was begun by this 
Division in 1919 and since that time have 
been made twice annually. The amount of 
work now necessary to complete the semi- 
annual report is so great that it is highly 
probable annual reports only will be made 
in the future. The book ‘School Savings 
Banking’ prepared by a special committee of 


the Savings Bank Division on school sav- 
ings banking methods, and published last 
year by this Division has had a circulation 
of about 1500 copies. The principles laid 
down in this volume are coming to be 
generally accepted by educators and banks. 
Already three cities in the United States 
approximate about $1,000,000 each in school 
savings balances. 


Industrial Savings Grow 


66 O attempt has been made during the 

year to assemble statistics covering 
the development of the payroll savings meth- 
od. Authoritative statistics on the amount of 
savings from payroll deduction could be 
obtained only by correspondence with all the 
banks taking these deposits. As soon as a 
plan can be developed by which the state- 
ments of deposits made under this method 
can be secured promptly and without too 
great an expense, the division will endeavor 
to secure this valuable information. 

“The Savings Bank Division has con- 
ducted much correspondence in encouraging 
a trial of the pay roll savings method. An 
impression seems to exist among many 
bankers that this method is too expensive in 
operation to come into general use. How- 
ever, the banks in New England and on the 
Pacific Coast which have done most in de- 
veloping it, claim the cost is not excessive 
and that the number of employees having 
savings accounts can be more than doubled. 


Postal Savings Bill 


6c RECENT bill in Congress known as 

the Kendall Bill having for its pur- 
pose the enlargement of the Postal Savings 
privileges, including an increase in the rate of 
interest, was discussed at a hearing before the 
sub-committee of the Post Office and Post 
Roads Committee of the House; at which 
hearing the American Bankers Association 
was represented by a committee from the 
Savings Bank Division associated with Judge 


Paton. This committee reiterated the objec- 
tions of our association to an enlargement of 
the Postal Savings privileges as covered by a 
resolution previously passed by the associa- 
tion, and presented by Judge Paton. 


Regional Conferences 


66°T"HE most outstanding special activity of 

the Division this year was that of hold- 
ing Regional Conferences. In strategically 
located cities for the first time this year 
Regional Conferences were held by this Di- 
vision for the benefit of those men who meet 
the problems of savings banking day after 
day. To these conferences all members of 
the American Bankers Association, in the 
respective localities, were invited. Four con- 
ferences have been held within the last few 
months, at Los Angeles, New Orleans, Chi- 
cago and New York. They have been wel} 
attended and the interest has been marked, 
the registration in some meetings exceed- 
ing 500. As a result of these meetings 
the correspondence of the office relative to 
savings business has been greatly increased, 
showing the stimulation of thought and 
practical activity engendered by the con- 
ferences. 

“These increased activities on the part of 
the Savings Bank Divisron and the support- 
ing work of the various banks throughout 
the country are aiding the cause of thrift 
in a manner heretofore not experienced. It 
is the sense of our Division that a step for- 
ward in the advancement of thrift will be 
noted if the subject of savings or thrift is 
formally made a part of the curricula of the 
schools in the various states.” 


The Federal Reserve Board has decided_ that 
acceptances offered by the German Gold_ Redis- 
count Bank, organized by Dr. Hjalmar Schacht, 
are eligible for rediscount at Federal Reserve 
banks. This action is expected to create a market 
for this German paper in the United States and 
greatly facilitate the operations of the group of 
American banks which is to extend credit to the 
German institution. The German Rediscount Bank 
is not connected with the Gold Bank proposed in 
the Dawes report. 


We Must Quit Tampering 


President of the American Bankers Association 


By WALTER W. HEAD 


There are Two Million Laws and Ordinances Effective in the 
United States. Our Regulatory Officials Number Forty Thous- 
and. Fiat Money Schemes, Guaranty of Deposits and Attempts 
Examples of Tendency to Control by Law. 


to Fix Prices 


+6 E must quit tampering.” 
The Century Dictionary de- 
fines “tampering” as “experi- 
menting rashly”; “busying 
one’s self unwisely or officiously.” 

It is well to keep this definition in mind. 
When we decry tampering, we do not depre- 
cate progress; when we oppose tampering, 
we do not oppose the acceptance of all that 
is new. We tamper when we rush head- 
long, blindly, along untried paths. We do 
not tamper when we build a new structure 
firmly, on a solid foundation. Progress 
results from substantial, well reasoned, con- 
structive effort. 

The successful builder tests each stone, 
cements each joint. By that process—some- 
times slow, but always certain—he rears 
an enduring structure. 

The Constitution of the United States of 
America was a political document amaz- 
ingly novel at the time of its adoption by 
the Constitutional Convention of 1787. Yet 
the authors of that great state paper— 
which marks the beginning of an epoch in 
the history of the world, no less than in that 
of this continent— were not tamperers. 
They built a structure that was new, it is 
true, but they built a structure which was 
founded upon their experience and that of 
their fathers. It was a structure rooted in 
principles of individual freedom and equal 
opportunity which had been developing, 
slowly but nevertheless definitely, through 
generations of sturdy, liberty-loving people 
resident for centuries on the soil of Eng- 
land and of France, as well as those who 
had transplanted their hopes and ambitions 
to the new land—America. The framing of 
the Constitution was not tampering; it was 
reasoned progress. It was an experiment, 
but it was not a rash experiment. It was 
the experiment of the cautious, painstaking 
scientist who tests this formula and that 
formula, until he finds the truth. 


"Papas vend with this the rash, impetu- 
ous, headstrong Russian soviet, which 
swept away all foundations as a prelude to 
the erection of a super-structure of shifting 
sand, with no cement of common purpose or 
developed ideals —a frenzied attempt to 
climb to the stars without a stair. One ex- 
cess lead to another, until finally the stupor 
that followed this political debauch found 
a nation of over 130,000,000 people in a 
state of political, economic and social paral- 
ysis from which they have just begun to 
recover—slowly and painfully. 

The first experiment—which, founded on 


reason, was not tampering—brought order 
out of chaos, transformed uncertainty into 
stability, opened wide the door of individual 
opportunity, put a premium upon labor, 
thrift, ambition. The other experiment— 
which, being rash, unwise, ill-considered, was 
indeed tampering—plunged a great nation 
into chaos, wrecked existing social and 
economic order, stifled and penalized indi- 
vidual ambition, encouraged indolence, pro- 
duced idlness. It has always been so—and 
always will be so. 

The fallacy of fiat money—money made 
valuable by mere dictum of government— 
is a bit of tampering of particular interest 
to bankers and one which has disturbed 
the peoples of many nations for centuries. 
Of similar nature are the proposals to use 
some commodity other than gold as the basis 
of money. Countless schemes of this nature 
have been urged. Some have been tried, 
only to be abandoned. Yet today we still 
find men who see in this a panacea for all 
our economic ills. 

Fortunately today we do not have to de- 
pend upon memory or history to know the 
evil results of fiat money. We may realize 


the certain outcome of this economic madness ~ 


by even a casual survey of conditions in 
Germany and in Russia since the World 
War. Russian rubles—guaranteed by the 
Government but unsupported by a geld re- 
serve—depreciated in value so rapidly that 
an official estimate placed the cost of living 
at 257,000 times the pre-war cost. And still 
business was impeded because there was 
not a sufficient quantity of satisfactory me- 
dium! Trillions upon trillions of paper 
rubles were placed in circulation, but still 
they failed to provide a satisfactory medium 
of exchange—no one had faith in these paper 
notes and none cared, except in dire neces- 
sity, to accept them in exchange for com- 
modities necessary to existence. The situa- 
tion is of a similar nature, although in ex- 
aggerated degree, to that prevailing in the 
western states in the days when currency 
was issued by wild-cat banks, when—as Dr. 
William Trufant Foster reminds us—the 
price of firewood was quoted at “Cord for 
cord.” Without faith in the currency of 
the day, the owner of the wood could do 
naught but demand in payment for his 
wood a cord of equal quality. Under these 
conditions manifestly there could be no trade. 


N lieu of gold and in lieu of fiat money, 
we have—had in the past—and have now 
—various interesting suggestions for money 
based upon other commodities, upon land, 
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upon labor. Gold has not always been the 
basis of exchange. In primitive times shells 
were used—later furs and cattle, tobacco, 
salt, dried fish, eggs, bullets and corn. For 
various reasons in specific cases none of 
these survived. None possessed, in the 
same degree as gold, the necessary quali- 
ties of portability, divisibility, durability, 
recognizability, homogeneity and uniformity, 
Cows were neither uniform, portable, di- 
visible nor durable. Eggs were not divis- 
ible nor durable—nor would they, in time 
be capable of recogniticn as that which they 
originally were. And so gold has continued 
through many centuries as the accepted 
Standard of value, although always—and 
still today—we have those with us who in- 
sist that we should tamper with it, 

A great manufacturer—for whose genius 
as an industrial leader I have the greatest 
regard — proposed that the Government 
finance the Muscle Shoals project by print- 
ing the necessary money, instead of issuing 
bonds. He says that it is unwise for the 
Government eventually to spend $66,000,000 
—the total of principal and interest—in or- 
der to have $30,000,000 for immediate use. 
If that be true as to Muscle Shoals, it is 
true of every other governmental expendi- 
ture which requires capital not available at 
the time. Admit this, and we are headed for 
a saturnalia of printing presses, similar to 
that which destroyed the value of Russian 
currency and of German currency. Fur- 
thermore this proposal disregards entirely 
the recognized truth that mau spends less 
eagerly that which he borrows—for the use 
of which he must pay and which he must 
eventually return. Interest is unexcelled as 
an incentive to thrift, even with govern- 
ments. 


HERE is an active group of theorists 
who would establish labor as the base of 
all exchange values. The labor-hour would 
be the unit. Each article would be valued 
in accordance with the number of hours of 
labor required to produce it. But this in- 
teresting plan falls by the wayside when we 
inquire as to how the varying capacity of 
different workers would be reconciled, how 
the labor involved in transportation and other 
indirect services would be pro-rated to the 
various articles benefited thereby, how some 
men could be persuaded to do the distaste- 
ful toil, while others enjoyed the tasks of 
ease and distinction—if all hours of labor 
were of identical value. 
We do not progress when we tamper 
thus with the established money standard, 
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which is gold. Throughout the slow evolu- 
tion of centuries the people of every civil- 
ized nation have come, sooner or later, to 
recognize gold as the most satisfactory 
medium of exchange. Thus uniformity of 
judgment, the result of long and varied ex- 
perience, must be founded upon substantial 
reason. Otherwise it could not have pre- 
vailed for so long a period. Fallacy even- 
tually is exposed as fallacy: Truth alone 
persists always. 


Bank Deposit Guaranty 


more recent attempt to estab- 
lish fictitious value—to create value by 
order of government—is the bank deposit 
guaranty. Adopted first in Oklahoma in 
1909, this plan was carried into several 
western states and threatened for a brief 
time to become a serious issue in connection 
with our national banking system. Recent 
experience has proved, in this instance as 
in others, that sound economic law cannot 
be disregarded with impunity. 

Oklahoma adopted the deposit guaranty 
as a result of the failure of a number of 
banks in the panic of 1907. The system was 
misnamed at the start. It was not a guar- 
anty in any true sense of the word, but 
simply a form of mutual insurance. The 
various state banks were assessed a lim- 
ited amount, in proportion to their respec- 
tive deposits, to pay the losses incurred by 
failures. For a time all went well. The 
prosperity incident to the development of 
territory recently opened to settlement pre- 
vented failures. But the deflation of 1920- 
1921 brought about a crisis in the guaranty 
system of Oklahoma. In November, 1921, 
the failure of the Bank of Commerce of 
Okmulgee brought the estimated total lia- 
bilities of the Oklahoma Guaranty Fund 
up to $3,354,000. Guaranty fund warrants 
drew 6 per cent interest, under the law 
which then existed, and this meant that the 
interest charge alone—on these outstanding 
warrants—amounted to two-thirds of the 
maximum possible annual assessment. 

Other banks failed in the following months 
and the plight of the state guaranty fund be- 
came hopeless. State banks surrendered 
their state charters and entered the national 
system. By January, 1923, deposits in Okla- 
homa state banks were only $78,000,000, only 
half the total of November, 1921. This 
was the condition when the state legislature 
convened and, after various attempts to re- 
lieve the situation by one of several expedi- 
ents, the law-makers repealed the guaranty 
sections of the banking law. 

This is the story of the Oklahoma bank 
deposit guaranty which was born, lived and 
died in the brief space of fourteen years. In 
that time the Oklahoma plan was adopted, 
with some modifications, by seven other 
states. In none of these has it been aban- 
doned as yet. In every instance it has been 
subjected to severe strain, and in most of 
them the question of whether or not the 
guaranty fund can pay existing obligations 
is somewhat doubtful; my own. sstate, 
Nebraska—I am thankful to say—is not 
one of these. 

The guaranty of bank deposits failed in 
Oklahoma and is threatened with failure 


in other states because it was not what it 


preiended to be and, furthermore, because 
it violated sound economic laws. The so- 
called guaranty is not in any state what 
its name implies. It is in fact a guar- 
anty. It is an insurance plan dependent, 
as are all insurance plans, upon the su‘fi- 
ciency of the premiums which may be 
paid. Experience has proved that the pre- 
miums are not sufficient—and yet the in- 
sured cannot afford to submit to higher 
premiums. Conceived in economic sin, born 
in the midst of economic iniquity, the bank 
deposit guaranty in Oklahoma went the 
way of all similar attempts to overcome or 
defy the natural law of economics. 


Would Foist it on National 
Banks 


\ ND yet we have today in the Congress of 

the United States a Representative of 

the state of Oklahoma who will—if he has 

his way—foist this iniquitous, impracticable 

system upon the National Banking System of 
this country. 

The fundamental difficulty with the in- 
surance of bank deposits—to apply the cor- 
rect name—is that it is an attempt to create 
integrity and financial ability by legislative 
act. Depositors in many instances were 
invited to accept, as their principal assur- 
ance of safety, a gilded sign upon the bank 
window, “This bank protected by the state 
guaranty fund.” This protection, it has 
been proved, was not adequate; mere words 
were not a good substitute for individual 
responsibility, supported by stocks of gold 
or currency. No longer was there a pre- 
mium upon the character of the banker; 
no longer did depositors feel the necessity of 
giving preference to men of character when 
they selected their banker. They felt that 
the guaranty fund took the place of that. 


. But the guaranty of bank deposits in Okla- 


homa failed—as all efforts to substitute gov- 
ernmental dictum for integrity and ability 
must fail. 

The establishment of the Federal Reserve 
system in 1913 was fully as novel an under- 
taking as was the bank guaranty act of 
Oklahoma in 1909. Between the two was 
this essential difference: The Federal Re- 
serve Act was sponsored by men experi- 
enced in banking, who undertook to build 
a new banking structure upon the substan- 
tial basis of principles tried and proved, 
either in this country or abroad; the Okla- 
homa bank guaranty was enacted by men 
not versed in banking, men honest and sin- 
cere in purpose, but men who unwisely 
chose to disregard all past experience. The 
first was an experiment, but it was not 
tampering; the last was tampering, pure 
and simple—and what foll wed was but 
a natural result. 


Tampering With Prices 
right this very 


minute we are in the mi t of one of 
these periods—we are afflicted with another 
manifestation of the passion for tampering. 
I refer to price-fixing by governmental de- 
cree. 

For many years whenever the price of 
certain commodities has not been satisfac- 


May, 1924 


tory to the producers, there has been 
demand for governmental relief, a demand 
that the Government, by artificial stimulus 
or arbitrary act, fix a satisfactory price and 
require its payment by purchasers. A great 
impetus was given to price-fixing during the 
recent war, when the major issue—the win 
ning of the war—required the adoption o| 
certain expedients, regardless of attendant 
evil. This constitutes no proof of the ef- 
ficacy—or even the desirability—of similar 
steps under normal conditions. 

The price of wheat was fixed during 
the war—but we are wont to lose sight of 
the fact that this was a maximum limit 
rather than a minimum limit. Without the 
intervention of government, the price ot 
wheat would have been even higher during 
most of the time that this commodity was 
under government control. 

There are two methods by which govern 
ment can maintain prices above the level 
established by natural economic law. One 
is by the establishment and enforcement of 
penalties for the sale or purchase of a 
particular commodity at a price other than 
that fixed by the government; the other 
is by. the purchase—by the government or 
a governmental agency—of a_ sufficient 
amount of the commodity to raise the price 
to the decreed level. 

The first method has been proved imprac- 
tical wherever tried. It involves the same 
dangers and is forced to meet the same 
obstacles that confront the issuance of fiat 
money. Extreme penalties never have been 
effective in forcing the people of a nation 
to accept its currency at a value greater 
than its intrinsic worth under natural eco- 
nomic law. Neither will fine nor imprison- 
ment force people to accept a commodity 
of any kind at a greater value than that 
established by the natural law of barter and 
trade. 

The enforcement of fixed prices by gov- 
ernment purchase—to reduce or eliminate a 
surplus—is the more effective method. Prices 
can be established by this method—provided 
the government has sufficient funds to sus- 
tain the loss which results and provided the 
producers of other commodities are suffi- 
ciently docile to surrender their own advan- 
tage. These two provisos are sufficiently 
large “ifs,” however, to make such price- 
fixing impracticable, even though not theo- 
retically impossible. We have an example 
in the case of the McNary-Haugen Bill, 
designed to afford relief to the producers 
of certain agricultural products. Originally 
this bill was advanced as a means of afford- 
ing relief to growers of wheat—and in most 
of the discussion of its provisions chief 
emphasis was placed upon the possible ef- 
fect upon wheat prices. But what happened? 
Exactly what one would and should expect. 
The growers of corn, of livestock and of 
cotton objected to special preference by 
government toward wheat producers. They 
insisted that the prices of their products 
should also receive protection by govern- 
ment. As a result, the McNary-Haugen 
Bill includes provisions for wheat, corn, 
cattle, swine, cotton and products thereof. 
If it should be enacted into law and put in 
operation, how long will it be before the 
producers of other commodities will demand 
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equal favor? And why should they not? 
They have an equal right. The ultimate re- 
sult is, of course, an absurdity. No gov- 
ernment can fix prices of all commodities 
in which its people trade, nor of a large 
number of them. 


The Misleading Commodity 
Scale 


HE situation is succinctly covered in the 

following statement by Julius H. Barnes, 
president of the Chamber of Commerce of 
the United States: 


“A present-day price on a given commodity is 
to be fixed in its relation to a pre-war average 
price, in the same ratio as the general index of 
average commodity prices, and made effective thus 
by Government buying and selling. The mislead- 
ing illogic of that commodity scale is shown by 
the statement that, although the average today is 
a theoretical 151 per cent of pre-war, yet to obtain 
that average there is included in that average such 
wide displacements of fluctuating value on indi- 
vidual items as Rubber, at 25 per cent of pre-war, 
and Cotton at 270 per cent of pre-war. Wheat 
and corn, hogs and cattle, and wool, are not to 
be allowed to sink below 151 per cent of pre-war 
average, because that happens to be the average of 
a commodity scale ranging from an article at one- 
quarter of the pre-war price, to another article at 
three times the pre-war price.” 


Mr. Barnes further points out the ab- 
surdity of attempting to fix prices when he 
says: 

“The American farm today owns three and one- 
half million automobiles, costing each today the 
equivalent of three hundred bushels of wheat, 
which in 1913 would have cost seven hundred and 
fifty bushels. If some brilliant mind had fixed 
irrevocably the purchase price of an automobile at 
151 per cent of its pre-war cost in wheat, the 
extra cost to the American farm today on the auto- 
mobiles it now owns would represent the entire 
value of three successive annwal crops of wheat. 

“The standard farm binder of 1880 cost then 
the equivalent of three hundred and seventy bushels 
of wheat, or eight hundred seventy-five bushels of 
corn, but it can be bought today for less than two 
hundred bushels of wheat, or less than four hun- 
dred bushels of corn. The dairy farm today can 
buy an improved cream separator for forty-five 
pounds less butter than in 1913. 

_“These are some striking illustrations of the so- 
cial injury whieh would follow an attempt by law 
to fix the incessant play of those potent but intan- 
gible factors of price competition which in a fair 
field inevitably work their own correction of dis- 
parities and in our whole national history have 
proved most effective in widening the circle of in- 
dividual possession.” 

This is a concise, clear and specific state- 
ment of the fallacy of price-fixing. What 
Mr. Barnes says of wheat applies, neces- 
sarily and for the same reason, to cotton 
and other commodities. Price-fixing de- 
stroys the incentive to economic production, 
destroys the natural law which restricts 
over-production, handicaps the exchange of 


commodities—eventually destroys trade. 


More Than Two Million Laws 
and Ordinances 


OST of the misguided tampering with 

which we are afflicted is a part of 
the general tendency toward over-regulation 
by government, over-regulation of business, 
over-regulation of the affairs of individual 
citizens. It is estimated that the grand total 
of laws and ordinances now effective in the 
United States exceeds 2,000,000. The rail- 
roads are the outstanding example of ex- 
treme regulation. They are subject to the 
orders of two Federal commissions and 
forty-eight state commissions, Congress and 
the President, forty-eight Governors and 
forty-eight Legislatures. Laws or regulations 
prescribe details of their operation, from 


the spot where trains shall stop to the ex- 
act time when a locomotive shall go to the 
repair shop, the length of time which live- 
stock may be shipped without feeding, the 
time when grass shall be moved along the 
right-of-way—even the provision that shall 
be made for smokers of tobacco who travel 
by train. Farmers in my state are subject 
to regulation by potato inspectors, by dairy 
inspectors, by hog cholera inspectors, by cat- 
tle inspectors, by seed inspectors, sheep in- 
spectors, stallion inspectors and bee inspec- 
tors. Forty thousand elective officials—Fed- 
eral, state and county—are the apex of our 
vast organization of regulatory officials. To 
these must be added city and town elective 
officials and the vast number of appointed 
officials and employees of all branches of 
government, All told, one in twenty of our 
wage-earners are upon a government pay- 
roll. Out of six days that we labor, one 
day’s labor—on the average—goes to pay 
the cost of government, to pay the living 
expenses of these hundreds of thousands 
of government officials and employees whose 
labor is not productive, whose tale ts and 
energy are devoted to regulating the rest of 
our people. 

Truly the cost of tampering is prodigious! 

Nor does tampering end with countless 
additions to our laws and to the payroll of 
government employees. At periodical in- 
tervals we are besought to tamper with 
the Constitution of the United States, that 
document which has served us so_ well 
through 137 years of national existence. 
The particular change now being advocated 
is an amendment which would restrict the 
power of the United States Supreme Court 
to declare unconstitutional a law passed by 
Congress. Senator Borah proposes that 
the vote of seven out of nine judges be 
required to give effect to such a decision; 
Senator LaFollette would go farther and 
authorize Congress to override the court’s 
decision by the simple expedient of re- 
enacting the voided law a second time. 

Advocates of Senator Borah’s plan de- 
clare that it is unfair that the court should 
decree a law unconstitutional by a vote of 
only five to four; he thinks that five men 
should not hold such great power. By his 
own proposal he would give the power ot 
sustaining a law as constitutional—which 
is equally great—to three men. 


This Would Abolish the 


Constitution 


ENATOR LaFOLLETTE’S plan is still 

more extreme. It would, in effect, abol- 
ish the Constitution. If Congress can 
override the court’s decision as to one law— 
simply by re-enacting it—then it can over- 
ride the court’s decision as to any law. 
It can pass a law abolishing the Presidency, 
or abolishing the courts, and—if it re-enacts 
it a second time—the law, under Senator 
LaFollette’s plan, would become the law of 
the land—irrevocably! Senator LaFollette’s 
plan leaves no middle ground; it wipes out 
the Constitution. 

I have cited the proposed changes in the 
Constitution not because I think there is 
imminent danger of their being adopted—I 
have too much faith in the inherent com- 
mon sense of the American people to believe 


that—but because they are the natural result 
of the tendency which we have pursued— 
the tendency to tamper with everything 
which does not for the moment please us— 
the tendency to tamper with the most fun- 
damental economic laws and the most sacred 
human rights. 

Tampering results in part from our lack 
of intelligent, honest, unselfish leadership— 
in part from the extreme partisanship of 
our politics. We business men cannot con- 
demn tampering and dodge the responsibil- 
ity for tampering. We have ourselves been 
guilty of tampering when our own inter- 
ests have been affected. We have encour- 
aged tampering—we have opened wide the 
door for tampering—when we have failed 
to take an interest in the affairs of our 
country which do not pertain immediately 
to our own particular business or industry. 

Extreme partisanship is the natural result 
of turning the government over to men 
whose livelihood depends upon it. The head- 
long competition for panaceas—for cure- 
alls—necessarily leads to tampering of a 
thousand and one varieties. Tampering witl, 
the governmental machinery, tampering with 
business, tampering with finance frequently 
seems to be the quickest and easiest way to 
secure the vote necessary to win an election. 
Success of political party and partisans— 
winning elections—is, too frequently, the 
principal object of effort, rather than ser- 
vice to country. 

The antidote to tampering is an aroused 
interest in public questions on the part of 
every citizen. Tamperers cannot be success- 
ful if the men who know the facts are awake 
and active. Tampering and Truth are nat- 
ural enemies—and Truth prevails when 
given a fair chance. 

Nowhere have I seen a finer statement of 
this principle than that of President Coolidge 
in an address delivered at Wheaton College. 
The President said: 

“We do not need more material development, 
we need more spiritual development. We do not 
need more intellectual power, we need more moral 
power. We do not need more knowledge, we need 
more character. We do not need more govern- 
ment, we need more culture. We do not need 
more law, we need more religion. We do not 


need more of the things that are seen, we need 
more of the things that are unseen.” 


As business men we must be awake. As 
citizens we must be alert. 

We must not “experiment rashly.” We 
must not accept the leadership of those who 
“busy themselves unwisely or officiously.” 
We must quit tampering. 


Italy Improves in 
Banking 


66 ANKING in the course of the past 

year in Italy has witnessed a definite 
change for the better as regards the coun- 
try’s economic and financial life,” the Finan- 
cial Times of London reports. “The process 
of readjustment so much needed after the 
disturbance of the general balance, by war 
factors and inflation, was carried further and 
and can now be said to be nearing comple- 
tion. The success of the operation has been 
largely helped by the psychological change in 
the feeling of the masses, which has switched 
over from pessimism to optimism. 


Some of the Major Problems 


HEN one has to go to court 

there is no impropriety if he 

employs a lawyer to tell his 

story for him. Not only is there 
no impropriety, but as a rule he is de- 
barred from attempting to try his own case. 
The business of the courts cannot wait 
while he flounders around in a legal maze 
to his own detriment. 

When one has business before the court 
of public opinion he is not compelled to 
have the services of one who is trained in 
the business of presenting causes to this 
tribunal. He may do it himself if he likes, 
but if the presentation requires months or 
years, he usually finds, like the man going 
to court, that everyone’s time will be con- 
served and justice will be best served 
through the employment of some one who 
knows the rules. The importance of the job 
is recognized by the universal desire to get 
the President of the United States to present 
his case to the public. 

But the office of the press agent of yester- 
day and the public relations man of today 
is not a modern institution. Ancients knew 
its value. There was Caesar, for instance, 
who appears to have had a working knowl- 
edge of the business, and a paragraph in a 
current newspaper tells us that: 

“The Munich Academy has declared that 
Herodotus, who built up a reputation as a 
historian, was in reality a publicity agent 
for Athens. It may now be ascertained 
the relative position of Livy, who was quite 
active on behalf of Rome in a similar 
capacity.” 

But the outstanding case of sefvice ren- 
dered to a people and to the world by a so- 
called press agent is found in the life of 
Thomas Paine, often referred to as the au- 
thor of the American Revolution. The pub- 
lication of his pamphlet “Common Sense” 
was one of the big contributions of all time 
to the cause of liberty. It educated, em- 
boldened and inspired the American people 
to achieve liberty, and gave purpose and 
direction to a struggle which, until he pointed 
the way, was without that great objective 
which later was set forth in the Declara- 
tion of Independence. 

“At the close of the year 1775,” says 
Calvin Blanchard in his Life of Paine, 
“when the American Revolution had pro- 
gressed as far as the battles of Lexington 
and Bunker Hill, John Adams, Benjamin 
Rush, Benjamin Franklin and George Wash- 
ington had met together to read the terrible 
dispatches they had received. Having done 
which, they pause in gloom and _ silence. 
Presently Franklin speaks: ‘What,’ he asks, 
‘is to be the end of all this? Is it to obtain 
justice of Great Britain, to change the 
ministry, to soften a tax? Or is it for-—— 
He paused; the word independence yet 
choked the bravest throat that sought to 
utter it. 

“At this critical moment, Paine enters. 
Franklin introduces him, and he takes his 
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seat. He well knows the cause of the pre- 
vailing gloom, and breaks the deep silence 
thus: “These States of America must be 
independent of England. That is the only 
solution of this question!’ They all rise to 
their feet at this political blasphemy. But, 
nothing daunted, he goes on; his eye lights 
up with patriotic fire as he paints the glorious 
destiny which America, considering her vast 
resources, ought to achieve, and adjures 
them to lend their influence to rescue the 
Western Continent from the absurd, un- 
natural, and unprogressive predicament of 
being governed by a small island, three thou- 
sand miles off. Washington leaped forward, 
and taking both his hands, besought him to 
publish these views in a book. 

“Paine went to his room, seized his pen, 
lost sight of every other object, toiled in- 
cessantly, and in December, 1775, the work 
entitled ‘Common Sense,’ which caused the 
Declaration of Independence, and brought 
both people and their leaders face to face 
with the work they had to accomplish, was 
sent forth on its mission. ‘That book,’ says 
Dr. Rush, ‘burst forth from the press with 
an effect that has been rarely produced by 
types and paper in any age or country.’ 

“*Have you seen the pamphlet ‘Common 
Sense’?’ asked Major General Lee, in a let- 
ter to Washington. ‘I never saw such a mas- 
terly, irresistible performance. It will, if I 
mistake not, in concurrence with the trans- 
cendent folly and wickedness of the min- 
istry, give the coup-de-grace to Great 
Britain. In short, I own myself convinced 
by the arguments, of the necessity of separa- 
tion.’ 

“The tribute of Paine’s greatest enemy 
was in these words: ‘The cannon of Wash- 
ington was not more formidable to the 
British than the pen of the author of Com- 
mon Sense.’ ” 

It was through the timely dissemination 
of truth that Paine served mankind and 
made possible here a new kind of a world 
which in after years was able to save the 
old world. 

Lately there has been a general awaken- 
ing to the fact that many of the causes 
of the distress of the world are due to a 
lack of understanding of economic prin- 
ciples. This applies to the small everyday 
affairs of life, to national and to inter- 
national affairs. How to make the public 
understand is a major problem. 

One great source of economic information 
is found in the great banks of the country 
and they no longer wait for people to come 
to them for specific information.  In- 
stead they anticipate the need and give 
the information in advance of the asking. 
Nor do they confine the dissemination of 
information, useful to all business, to their 
customers. They give it to all of the public 
that all of the public may profit. Hence it 
comes about that banks have public relations 
men whose functions, distinctively educa- 
tional, are exerting an important influence 
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upon the purposes with which all men work. 
And the work which the Federal Reserve 
System is doing along this line is an ex- 
pression of the general belief that a de- 
pendable and efficient safeguard against 
business disaster is economic knowledge. 


Aid For the Dark Provinces 


CASUAL reader in a foreign country 

who happened upon a copy of a legisla- 
tive bill pending at Washington might be 
excused and forgiven if he arrived at the 
conclusion that the center of all intelligence 
in this country is the National Capitol, and 
that the States are backward provinces in 
need of special encouragement to educate 
their people. 

For the bill would appropriate $100,000,000 
to “encourage the States,” as follows: 

“To encourage the States to remove illiter- 
acy, $7,500,000. 

“To encourage the States in the American- 
ization of immigrants, $7,500,000. 

“To encourage the States to equalize edu- 
cational opportunities, $50,000,000—to be 
used—for the partial payment of teachers’ 
salaries. 

“To encourage the States in the promo- 
tion of physical education, $20,000,000. 

“To encourage the States in the prepara- 
tion of teachers for public school service, 
$15,000,000.” 

It may be surprising to many in the States, 
which according to the census returns of 
1920 had a total school attendance of 
19,451,851, and according to the same au- 
thority had 679,274 teachers, to learn that 
these same States are in need of encourage- 
ment from the national government, and the 
surprise increases when one attempts to 
visualize our wealth of: 618 universities, 
colleges and professional schools. And when 
it is recalled that in so many places free 
education is not only provided in public 
schools, but is rigorously imposed, the won- 
der increases. 

Unpreparedness to accept this view of our 
educational needs apparently is not peculiar 
toa layman. “Imagine, if you can,” Nicholas 
Murray Butler, president of Columbia Uni- 
versity in New York City, is quoted as 
saying, “our diverse and diversified popula- 
tion, scattered over a vast territory, living 
under widely varying social and econcmic 
conditions, all brought to heel in their 
schools, as the people of Prussia once were. 
by the authority and edicts of a central 
office at the National Capitol. Most of us 
no doubt shudder at such a prospect, but 
there appear to be some who view it without 
misgiving. For myself I should regard any 
such development as marking the beginn'ng 
of the end of the America which our fathers 
knew, and of that American school system 
in which our generation has been brought up. 
I should look upon it as evidence that, while 
the American people nobly and honorably 
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joined in defeating the German armies on 
the field of battle, the ruling idea that sent 
those armies to make war upon free peoples 
had conquered the American mind.” 

Disregarding for the moment whatever 
merits or disadvantages may be contained 
in the proposed law, the proposition fur- 
nishes a typical illustration of the speed with 
which we are making toward paternalism. 

It cannot be said that whatever may hap- 
pen we turn to Washington to have the 
thing fixed; it cannot be said that whenever 
we wish to create a new condition of special 
advantage to the class in which we find 
ourselves (and therefore of special advan- 
tage to us as individuals) that we go to 
Washington to see if the thing may not 
be brought about—but the list of things 
under both heads is steadily becoming larger, 
and with every successful attempt to force 
something from Washington, no matter what 
the apparent gain may be, we yield some- 
thing more important in individuality and 
in personal liberty. A few years ago a jur- 
ist, in reviewing the symptoms of that ten- 
deney, pointed out with some irony that 
one section of the country, famed in history 
for the courage and resourcefulness of its 
men, had sent an appeal to Washington for 
aid in repelling an invasion of brown tailed 
moths! 

Progress is the companion of an ideal 
educational system, but there is no assur- 
ance that any modification of the Prussian 
ideals of paternalism would in the long run 
mark more of an advance for the average 
man on this side of the Atlantic than it has 
proved to be for the average man who has 


had it stamped upon his life in nations over- 
seas. 


The Guaranty Movement 
in Colorado 


. is magic in some names and 
failure in others. The manufacturers of 
the first successful instrument for self- 
shaving had an important stage of the battle 
won when they called it the “safety razor.” 
The advocates of that bill to establish zones 
in which imported goods might—without 
the payment of tariff rates—be repacked, re- 
arranged, or otherwise made suitable for re- 
shipment to some other country, were badly 
handicapped when they were compelled to 
advocate “free ports” in a country which 
has rejected free trade and believes that 
most benefits to business accrue under a 
stiff tariff. Let the merits of a machine, 
a movement or a proposed law be what they 
may, the distinguishing name may have 
much to do with its popularity. 

The guaranty of bank deposits law makes 
a peculiar appeal to the imagination. Every- 
one wants to be assured that his bank de- 
posits are safe, and everyone likes the idea 
of having his safety guaranteed under the 
laws of the state. Indeed it is difficult for 
the laymen to see that the plan is not per- 
fect, but the experience of several states 
has revealed that the guaranty may lead to 
economic waste. 

Experience has demonstrated that a guar- 
anty law is not merely a banking law; that 


to be just and fair and safe it entails con- 
siderations akin to those which the actu- 
aries of insurance companies must have 
when rates are determined. To guarantee 
on an intelligent basis someone must know 
the rate of mortality. Though it appears 
at first blush to be entirely safe and feas- 
ible to guarantee under a state law with 
benefit both to banks and to the depositing 
public, the people of several states, among 
them Oklahoma and Washington, having 
had guaranty laws, now know better. 
The conservative banker, who elects to 
keep out of the guaranty fund, loses business 
to the smaller and less substantial bank 
which blazons “guaranteed deposits” to the 
public. The bank operating under the guar- 
anty law, secure in the thought that its de- 
posits are safe no matter what may happen, 


-has removed one of the real safeguards of 


all banking—the sense of direct moral re- 
sponsibility to its customers, 

There is a movement in Colorado to vote 
at the next election on a proposition to es- 
tablish the guaranty of deposits in that state. 
In order to get the proposition on the bal- 
lot, 10 per cent of those who voted at the 
last election must sign a petition, about 30,- 
000 in all. That the requisite number of 
signatures will be obtained is a foregone 
conclusion. The conservative bankers of 
Colorado, therefore, are faced with the 
necessity of conducting a campaign of edu- 
cation in order that their people may not 
be carried away by the mere fascination of 
a name, which in so many instances has 
proved to be far better than the thing it 
represents. 


President Coolidge’s Estimate of the Bank 


66 OO often the uninformed think 
| of a bank as the possession of a 

few rich people, and as the creditor 

of the people at large,” said President Calvin 
Coolidge at a dinner attended by New Eng- 
land Bankers in New York in 1921. “You 
who have had any experience with banking 
know that it is the opposite of this which 
is true, The resources of banks are not 
the resources of a few rich, but the resources 
of the people themselves, small perhaps in 
any individual instance, but, in the aggre- 
gate, very large. Nor are banks exclusively 
a creditor class. It is usually true that they 
owe to their depositors more than their bor- 
rowers owe to them, Every banker knows 
that to depend on the business and patron- 
age of the rich would be in vain, that if 
any success attends his efforts it must be 
by serving and doing the business of the 
people. The stock is generally owned by 
the people; the deposits are always made by 
the people. This is the reason that banks 
partake of the nature of a public institution 
and perform real public service. They are 
the sole means by which modern commer- 
cial activities can be carried on. They 
afford the method by which the people 
combine their individual resources, provid- 
ing a collection of capital sufficient to ex- 
tend the necessary credit for financing the 


whole people of the nation. They hold 
great power and are under the very gravest 
responsibilities. A bank is not a private 
institution, responsible to itself alone, or 
to a few. It is a public institution, under 
a moral obligation to be administered for 
the public welfare. In so far as this stand- 
ard is accepted and followed, it is my belief 
that a bank will be prosperous; in so far 
as it is disregarded, it will be a failure. 
Any power which is not used for the gen- 
eral welfare will in the end destroy itself. 

“There is need of a more sympathetic 
attitude and cooperation between the banks 
and the people. Every such institution ought 
to realize the necessity of serving the public 
to the extent of its ability. A financial in- 
stitution which takes advantage of no man’s 
necessity, which assumes no unreasonable 
risks for the sake of unreasonable gains, 
which is able to know the personality of 
its customers, as well as the value of its 
collateral, becomes an instrument of great 
value and a contributor to a marked degree 
of economic contentment. Such an institu- 
tion is doing the work of the people. 

“This condition has not yet been univer- 
sally established, but it is being established. 
Nothing can tend more to promote it than 
to have the man in the shop realize that 
transportation and financial activities are 


being carried on for his benefit; that the 
railroad brings raw materials so that he 
may earn a livelihood by making them into 
finished products; that the bank exists in 
order to furnish credit from which he re- 
ceives a weekly wage, while those prod- 
ucts are being sent far away and sold to 
the people. While the man in the bank 
needs to realize that his success lies in the 
freight-yard, in the manufacturing plant, on 
the farm and in the mine, as well as at 
the discount window. If all this were to 
be translated into one word, I should say it 
was the need of vision, need of a recogni- 
tion of our interdependence, need of less 
destructive criticism and more constructive 
action, need of that spirit which has given 
character, fame and fortune to New Eng- 
land, whether it has guided the plough or 
inspired the pulpit.” 


Fifty Years of Bank Service 


George J. S. Taylor, Assistant Cashier of the 
Fifth National Bank of New York City, completed 
his 50th year with the Fifth National on April 12th. 
The officers and employees of the bank gave Mr. 
Taylor a dinner in honor of his many years of 
service, at which he was presented with a testi- 
monial leather book expressing the congratulations 
and expressions of regard of his fellow officers; 
also a de Forest radio set. 
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Because the Voters Do Not Vote 


E have struggled for the right 

of universal suffrage and attained 

it, but the record shows that a 
large percentage of the people neither exer- 
cise their rights nor give heed to their duties 
as citizens. Instead of denouncing Wash- 
ington, the people have themselves to blame 
for not taking a more lively and intelligent 
interest in the selection of their representa- 
tives. It is through the indifference of the 
people that we are becoming a Government 
by minority. We are dominated by groups 
and blocs because the voters do not vote. 

In the Presidential election of 1920 less 
than one-half of the legal voters voted, and 
in the Congressional election of 1922 less 
than 40 per cent. Had Harding received 
the entire vote cast, Democratic, Republican 
and all, he would then have been put into 
office by a minority of the voters. It is in- 
teresting to note by how small a vote certain 
men were put in the Senate in 1922. Brook- 
hart of Iowa received only 29 per cent of 
the possible legal vote. LaFollette of Wis- 
consin received 28 per cent, Copeland of 
New York 25 per cent, Bruce of Maryland 
20 per cent, Dill of Washington 17 per cent, 
and Ferris of Michigan 16 per cent. What- 
ever delinquency there is in the Government 
today reflects the delinquency of the people 
in their duty of taking an interest in gov- 
ernment. 


Constitution, as originally drawn 
and preserved in its integrity for over 
a century, set up in this country not a democ- 
racy but a republic, by which the people 
were to select the men best qualified to exe- 
cute the business of government. These 
officials, when elected, were not supposed to 
keep their ears to the ground for the whis- 
perings of every voter in regard to the 
business of government, but in their capacity 
as representatives, chosen by reason of their 
training, experience and fitness, were ex- 
pected to act in accordance with their best 
judgment, like the officers and directors of 
a corporation, elected by the stockholders 
because of their ability and fitness to carry 
on the business. 

The people were sovereign in the sense that 
they could, in the manner and at the time 
provided, change their representatives if they, 
either in judgment or integrity, proved delin- 
quent to their trust and responsibility of run- 
ning the business of government. Largely 
as a result of the primaries and the subse- 
quent indifference of the voter, we are be- 
coming a government of blocs and groups. 
The people are not content to elect their 
representatives and have them operate the 
business of government in accordance with 
their best judgment, but after electing them, 
they want to tell them how to act on the 
details of the business. Our successful cor- 
porations would soon be in need of the re- 
ceiver if, in matters of business policy and 
detail, the officers and directors first gave 
ear to the wishes and opinions of the widely 
scattered stockholders. Imagine the share- 
holders undertaking to pass upon the loans 
of a bank! The statement of the case alone 
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shows its absurdity. The Government is a 
business; in fact, the biggest business in 
the world, but it is the only business wherein 
business experience and training are not 
made qualifications for those who carry it on. 


9 eee effect of the direct primary is al- 
ready shown in the quality and caliber 
of our representatives, men who aspire to 
office, become candidates, and are often 
elected by reason of their own aggressive- 
ness and ambition and not because they 
were selected through any intelligent sift- 
ing process as those best fitted to serve, and 
then presented to the people for consideration 
and approval. Though errors were made 
under the convention system and at times 
developed bosses of an undesirable type, it 
did bring about the selection of a higher 
average of experience, ability and fitness and 
make for party responsibility—which means 
intelligent responsibility to the people. To- 
day, under primary system, being responsible 
to everybody, representatives are in fact re- 
sponsible to nobody, and the system itself 
brings about class appeal, particularly in 
times of economic depression, when absurd 
and uneconomic promises mean votes and 
votes mean election. 

As shown by the results of the election in 
1920 and 1922, the worst feature of the sit- 
uation is that the people are indifferent, apa- 
thetic, and take little interest in the intelli- 
gent exercise of their right to vote. The 
irresponsibility developed and the character 
of representatives elected have, after the ex- 
perience of a decade, brought about the 
repeal of the direct primary law in certain 
states and the return to the convention sys- 
tem, with party responsibility and a better 
selection of candidates. 


HE investigations now going on in 

Washington have disclosed a situation 
which has shocked the moral sense of the 
nation, for honest citizenship and honest 
American business deplore any departure 
from fair dealing. But those who have 
watched the proceedings are only a little 
less astounded by the manner of their con- 
duct than by the facts revealed. The desire 
to protect the interests of the people at 
times seems lost in the scramble to make 
political capital for current consumption. 
Surfeited by a mass of irrelevant, fantastic 
and immaterial testimony from witnesses of 
unquestioned incompetency, the public is now 
turning away in disgust. 

But whatever Washington is, it is nothing 
more nor less than the reflection of the 
people. Its faults can be corrected only 
by the constant vigilance of an intelligent 
electorate. 


Going to London 


Among the representatives of banks who will at- 
tend the convention of the Associated Advertising 
Clubs of the World in London in July are the fol- 
lowing who have taken passage on either the Re- 
public or the Lancastria, the two ships which the 
advertising men have chartered for the occasion: 
Francis H. Sisson, Guaranty Trust Company of 
New York, New York City; F. L. Blanchard, 
Henry L. Doherty & Company, New York City- 
H. B. Grimm, Security Trust Company, Detroit, 
Mich.; C. F. Berry, Union Trust Company, De- 
troit, Mich.; Louis A. Wolin, S. Ulmer & Sons, 
Inc., Cleveland, Ohio; D. McEachern, Huron & 
Erie Mortgage Corporation, Canada Trust Co., 
London, Canada; C. H. Handerson, The Union 
Trust Commpany, Cleveland, Ohio; F. W. Ells- 
worth, Hibernia Bank & Trust Company, New 
Orleans, La.; G. Geddes, The Union Trust 
Company, Cleveland, Ohio; Wm. S. Patton, South 
Texas Commercial National Bank, Houston, Texas: 
Daniel Lipsky, Manufacturers Trust Company, 
New York City, and Bruce Z. Sharp and H. E. 
Irish, of the Santa Cruz National Bank, Santa 
Cruz, California. 
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Trying Out Cooperative Banking 
in Foreign Countries 


By WILLIAM NOTZ 


Out of the General Cooperative Movement, With Its Total of 
285,000 Societies and Upward of 30,000,000 Members, Numer- 
ous Banking Enterprises Have Developed. There Are Now 
More Than 45 Banks of This Type Throughout the World. 


OOPERATIVE banking is being 
advocated and tried out in so 
many parts of the world that a 
survey of what it amounts to merits 
attention. To gain a proper perspective of 
this movement, it is necessary to consider the 
cooperative movement as a whole. 
Cooperation has today become one of the 
outstanding movements in the economic life 
of the world. It embraces more than 285,000 
societies and upward of 30,000,000 mem- 
bers, who will roughly represent that many 
families. Counting four persons to each 
family, more than 120,000,000 people will be 
linked up directly with the cooperative cause. 
As the cooperative principle has gained a 
foothold in one country after another, it has 
worked itself out in certain characteristic 
forms. For example the farmers’ coopera- 
tive societies of Denmark have achieved 
worldwide renown. The Raiffeisen credit 
societies of Germany have served as a model 
for organizations outside of that country. 
Out of the humble beginning of a small 
group of English weavers, the Rochdale pio- 
neers of 1843, there has sprung forth the 
great distributive or consumers’ cooperative 
movement, which now constitutes one of the 
striking features of our modern system of 
marketing. 


Social as Well as Commercial 


OOPERATION is not merely a com- 

mercial enterprise, but a social move- 
ment extending beyond racial and political 
boundaries. There already exists an Inter- 
national Cooperative Alliance with which 
are affiliated most of the leading cooperative 
societies of the world. Its central head- 
quarters are located in London. The AIl- 
liance includes well organized cooperative 
women’s guilds in about a dozen countries. 
Separate international organizations for 
joint purchase and distribution of supplies 
and for banking were established two or 
three years ago. 

The volume of business done annually by 
cooperative societies amounts to quite large 
sums. For example, the money value of the 
sales by retail distributive societies in seven- 
teen of the leading countries of Europe in 
1914 amounted to about $800,000,000. The 
sales of the English Cooperative Wholesale 
Society in 1920, its record year, amounted to 
$527,000,000. In most countries the coopera- 
tive wholesale societies also operate exten- 
sive manufacturing plants of their own. The 
English C. W. S. operates more than a hun- 


dred factories for the manufacture of food- 
stuffs, clothing, furniture, etc., whose total 
output in 1921 was valued at more than 
$130,000,000. 

It is but to be expected that commercial 
organizations doing such vast business and 
expanding so rapidly would find it advan- 
tageous to establish a banking system of 
their own. 


Cooperative Societies Engage 
in Banking 


Ut to about five years ago most coopera- 
tive societies did their banking business 
through commercial banks not affiliated with 
the cooperative movement. Only a very few 
societies had banks of their own, among 
them the Central Bank of Agricultural 
Credit of Berlin, Germany, and the Banking 
Department of the English Cooperative 
Wholesale Society at Manchester, both of 
which were established in 1876. The bank- 
ing department of the Scottish Cooperative 
Wholesale Society is still older, having been 
founded in 1868. The bank of the Union of 
Cooperative Societies at Poznan, Poland, 
was established in 1886, while during the 
past ’90’s were founded the Cooperative 
Bank of Workers’ Productive Associations, 
Paris (1893), the bank of the Wholesale 
Society of German Distributive Societies, 
Hamburg (1894), the Central Cooperative 
Prussian Bank, Berlin (1895), the bank of 
the Central Union of Agricultural Coopera- 
tives Societies, Prague (1896), the Central 
Bank of Cooperative Credit Societies, Buda- 
pest (1898), the Dutch Peasants’ Coopera- 
tive Credit Bank and the Dutch Central Co- 
operative Bank of Raiffeisen Societies, 
Utrecht (1898). 

About ten years ago the movement re- 
ceived a new impetus and the number of co- 
operative banks began to increase consider- 
ably. In 1913 the National Cooperative 
Credit Institute at Rome was established. 
Denmark, where every farmer is said to be a 
member of one or more cooperative societies, 
followed, and in 1914 the Danish Cooperative 
Bank at Copenhagen was established. Simi- 
lar banks sprang up in India, Bulgaria, Bel- 
gium, Austria, Esthonia, Hungary, the Irish 
Free State, Latvia, Lithuania, Norway, Pal- 
estine, Roumania, Russia, Spain and France. 

All in all there are now more than forty- 
five cooperative banks. Several of them 
really represent the banking departments of 
wholesale cooperative societies. About 
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twenty depend wholly or partly on the co- 
operative distributive movement. Several, 
like the Cooperative National Bank of the 
Brotherhood of Locomotive Engineers in 
Cleveland, Ohio, serve organized labor 
anions chiefly. Others are affiliated with 
credit societies and are primarily agricul- 
tural credit banks, while still others, like the 
Moscow People’s Bank, London, engage 
largely in the export and import business of 
cooperative products. 

According to data recently compiled by the 
International Banking Committee of Coop- 
erative Banks, the total figure of the balance 
sheets of thirty-five leading cooperative 
banks amounted to $239,000,000 for 1923. 


The English C. W. S. Bank 


ons bank of the English Cooperative 
Wholesale Society at Manchester, gen- 
erally known as the C, W. S. Bank, is the 
leading cooperative bank in the British Isles. 
It commenced a deposit and loan department 
in 1872, and four years later became the 
banking department of the C. W. S. It is 
therefore closely identified with the con- 
sumers’ or distributive cooperative move- 
ment. 

The volume of its business may be seen 
from the fact that in 1922 a total of 11,472 
organizations and 3794 individuals trans- 
acted business with the C. W. S. Bank, and 
the deposits and withdrawals for that year 
totalled £252,833,323. The bank conducts the 
accounts of over one thousand cooperative 
societies whose deposits range from a few 
thousand to over one million pounds per 
year. Deposits are received and checks 
cashed at the bank’s branches, at cooperative 
societies and branches acting as agents, as 
well as at the bank’s banking agents. It has 
1500 receiving agencies distributed through- 
out England and Wales and 850 of these are 
cooperative societies. Its London agent is 
the London County, Westminster & Parr’s 
Bank, Ltd. 

In 1910 the C. W. S. Bank established a 
scheme of individual deposit accounts of 
which there are now more than 20,000 with 
aggregate balances of over three million 
pounds. The business is transacted through 
cooperative societies of which more than 600 
have adopted this scheme. Under this plan 
individual members of cooperative societies 
who have the full amount allowed invested 
in their society, or whose society does not 
require them to invest further capital, may 
pass their savings to the C. W. S. at attrac- 
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tive rates of interest. In this way the co- 
operative money is conserved for coopera- 
tive purposes. Cooperators can also open 
personal current accounts for private pur- 
poses (purely business accounts are not ac- 
cepted), where the transactions can be 
passed through cooperative societies acting 
as agents of the bank. Over 3000 personal 
accounts are now being carried. 

The C. W. S. bank does considerable busi- 
ness with trade unions, friendly societies, 
clubs and other mutual organizations, and 
over 8000 accounts of this class are in opera- 
tion. A special department has been set up 
to deal with the particular requirements of 
these organizations. The bank also handles 
the accounts of National Health Insurance 
Societies, and receives funds issued by the 
Insurance Commissioner in London. Among 
other general facilities offered by the bank 
are the following: drafts, letters of credit, 
advice and assistance in investment matters, 
purchase and sale of stocks, bonds, etc. 


The French Cooperative Bank 


HE Banque des Cooperatives de France, 

Paris, like the English C. W. S. Bank, 
also grew out of the banking department of 
a wholesale distributive cooperative society. 
Up to 1919 it was regarded merely as a ser- 
vice carried on in connection with the book- 
keeping and cashier’s department of the 
I‘rench Wholesale Society. Since that -year 
it has developed more and more into a bank- 
ing medium for French retail cooperative 
societies and as an organ for the central- 
izaticn and administration of the savings of 
individual members of cooperative societies. 
Its growth was so rapid that in 1922 the 
French congress of cooperatives at Mar- 
seilles decided to transform it into an inde- 
pendent organization, distinct from the in- 
dustrial and commercial departments of the 
wholesale society. Accordingly, the French 
Cooperative Societies’ Bank began operations 
on July 1, 1922. The capital was made up 
by the fully paid shares allotted to the 
Wholesale Society in consideration of the 
transfer of its banking department, and by 
the subscriptions of the affliated societies at 
the rate of one share of 1,000 francs for 
every thirty members. New affiliated so- 
cieties brought the subscribed capital up to 
13,833,000 francs on March 31, 1923. 

The administration of the bank is in 
charge of the same board of directors which 
administers the National Federation of Co- 
operatives and the Wholesale Society. Side 
by side with the board is a separate Com- 
mittee of Supervisors which is appointed by 
the general meeting of the societies by whom 
the bank’s capital has been subscribed. This 
committee supervises the employment of the 
capital, and fixes the maximum amount of 
the credits and advances to be granted to 
each of the societies doing business with the 
bank. 

The capital of the bank is employed (a) 
in opening loan accounts for the Wholesale 
Society and the cooperative societies affili- 
ated with the National Federation; (b) in 
discounting bills drawn by cooperative so- 
cieties or accepted by them, and (c) in loans 
on security and advances on goods. The 
bank also issued debentures of cooperative 
societies, particularly of the Wholesale So- 
ciety. 

At the end of each fiscal year, after at 


least one-twentieth of the surplus has been 
paid to the legal reserve fund, and interest 
at the rate of 6 per cent allowed on the paid- 
up capital, the remainder is divided into two 
parts. One of these is paid to a reserve fund 
provided for by the regulations of the bank, 
and the other distributed among the share- 
holding societies in proportion to the amount 
of interest payable by them during the finan- 
cial year on the credits granted them by the 
bank. 

In April, 1923, the amount of the savings 
which it had received as deposits at sight, 
for a fixed term or on current account, was 
80,000,000 francs, distributed among 40,000 
accounts. 

The bank has 470 branches and seven re- 
gional agencies, three in Paris, and one each 
in Douai, Lyon, Nancy and Bordeaux. Its 
personnel includes about 100 persons. 


All-Russian Cooperative Bank 


OR many years cooperation has been an 

important factor in the economic life of 
Russia. The Russian agricultural coopera- 
tives were practically the only economic or- 
ganizations which survived the almost uni- 
versal collapse and chaos into which that 
country was thrust by the world war and the 
subsequent disturbances. No wonder that 
the Soviet government in its scheme of re- 
construction availed itself of the cooperative 
machinery which stretches out over the 
whole vast country. 

From 1918 to 1921 the financial business 
of the cooperative movement was performed 
chiefly by the Centrosoyus, the All-Russian 
Central Union of Consumers’ Societies. In 
the latter year a consumers’ cooperative 
bank, the Pokobank, was established in War- 
saw. The capital of the bank was sub- 
scribed by consumers’ societies, their unions 
and the State Bank, the latter taking 25 per 
cent of the shares issued. 

The growing need for a national financial 
center of the cooperative movement caused 
the bank to be reorganized into an All- 
Russian Cooperative Bank for all types of 
cooperative organizations. The reorganized 
concern was named Wsekobank. Six hun- 
dred and eighty cooperative organizations 
hold shares in it. Its board of directors 
consists of seven members appointed as fol- 
lows: two each by consumers, agricultural 
and productive cooperatives, and one by the 
State Bank in agreement with the Centro- 
soyus. The Council of the Bank consists of 
37 members: 12 representing consumers, 10 
each agricultural and productive coopera- 
tives, and five personally associated through 
their activities with agriculture, finance and 
industry. The initial capital of the Wseko- 
bank was 10,000,000 gold roubles, divided 
into shares of 100 gold roubles each. It has 
176 branches in Russia, and has become the 
financial center for the trading activities of 
the Russian cooperative movement. 


Danish Cooperative Bank 


HE leading cooperative bank in the 

Scandinavian countries is the Danske 
Andelsbank at Copenhagen. Although Den- 
mark has for many years ranked as one of 
the foremost countries in the field of coop- 
eration, it was not until 1915 that a central 
cooperative bank was established. In 1922 
the capital stock of the Andelsbank was held 
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by 750 consumers’ cooperative societies, 4()2 
cooperative dairies, 170 cooperative feed- 
stuff societies, 85 cooperative savings socic- 
ties and numerous other cooperative assv- 
ciations, as well as 22,194 individuals. The 
bank’s total paid-up capital stock in that 
year amounted to 15,689,700 crowns and its 
total operations to 13,003,038,434 crowns. 

The Andelsbank is organized as a limited 
liability company. Its capital is made up of 
so-called “partner shares.” In addition to 
an annual dividend payable to the holders of 
these shares, the holders are entitled to a 
share in the profits as determined by the 
General Assembly. The liability of each 
shareholder is limited to the amount of his 
shareholding. The General Assembly, con 
sisting of delegates of shareholders, has su- 
preme authority over all questions concern 
ing the bank, and meets regularly once a 
year. Any registered cooperative association. 
with a cooperative capital of not less than 
50,000 crowns, and which is a shareholder of 
the bank, has a right to elect one delegute 
to the General Assembly for every share of 
50,000 crowns. Delegates are elected by dis- 
tricts for one year at a time. Other share- 
holding associations and individuals with. 
less than 50,000 crowns of cooperative cap- 
ital are entitled to vote for delegates of their 
own on the basis of one vote for every 5,009 
crowns of cooperative capital. 

Members of the management of the bank 
or its staff, and of the auditing service are 
not eligible as delegates. In addition to the 
General Assembly, there is a Board of Dele- 
gates (25 members), a Board of Directors 
(5 members), and a managing commitce. 
Each delegate has but one vote. 

The bank’s profits, after deductions for 
amortization, operating expense, loans and 
dividends on share capital, are distributed as 
follows, viz.: 25 per cent to a reserve fund, 
50 per cent to shareholders, and the re- 
mainder for amortization, reserves or any 
other purpose determined by the Board of 
Delegates. 


Cooperative Bank in Finland 


WENTY-TWO years ago a professor 
of economics in the University of Hel 
singfors in Iinland, Hannes Gebhard, was. 
instrumental in establishing a central coop- 
erative credit bank at Helsingfors, the .\n- 
delskassornas Centralkreditanstalt, A. B 
This bank in course of time became the 
mainstay of the hundreds of cooperative 
credit societies which are now to be found: 
in every part of that new republic. Geb 
hard, known as “the father of Finnish co 
operation,” is still actively connected with 
the bank. Its original share capital amounted 
to 300,000 Finnish marks which was _ sub- 
scribed by private individuals interested in 
promoting the cooperative movement. Sub- 
sequently the bank received several loans. 
from the state, provision being made for 
their gradual redemption and the ultimate: 
issuance of shares only to cooperative so- 

cieties that are credit holders in the bank. 
Societies receiving loans from the central 
bank are required to fulfill certain stipulated 
conditions and to subject themselves to the 
bank’s control. For example, loans to rural: 
credit societies must be used exclusively by 
members for agricultural improvements or - 
other means of livelihood carried on by: 
(Continued on page 759) 


States Enact Few New Bank Laws 


HE year of 1924 has not thus far 

produced any notable state bank 

legislation with the exception of 
New York, where ten bills affecting bank- 
ing were enacted and signed by Governor 
Smith, the Spring Meeting of the Execu- 
tive Council was informed by W. D. Long- 
year, vice-president, Security Trust & 
Savings Bank, Los Angeles, Chairman of 
the Committee on State Legislation. He re- 
ported that five states had passed the Uni- 
form Fiduciaries Act, which bears the ap- 
proval of the American Bankers Associa- 
tion. Submitting a brief report, Mr. Long- 
year explained that 1924 is an off-year in a 
legislative sense inasmuch as there are only 
eleven of the states in which the legislatures 
convene, as compared with forty-three 
states which held regular sessions in the 
year 1923. 

“Last December, there was issued from 
the office of the General Counsel, under the 
auspices of your Committee, a comprehen- 
sive program of state legislation recom- 
mended for enactment by the Association 
during the year 1924,” the report set forth. 
“Twenty-four subjects of banking legisla- 
tion in all, were covered and the program 
contained a complete digest of the existing 
statutory law in the different states on the 
subjects covered, showing in what states 
the proposed measures had already -been 
enacted either in recommended or in modi- 
fied form and the states where such pro- 
posed laws had not as yet been passed. 


Too Early to Judge 


“—" is entirely too early in the year to 
make a complete report of current 
state banking legislation either upon sub- 
jects recommended by our Association or 
upon other subjects. 

“In two of the eleven states, Georgia and 
Louisiana, the legislatures have not yet 
convened. In the remaining states, the 
legislatures convened in January; some 
have not yet adjourned and some have just 
adjourned. From some of these states we 
have not as yet received reports. 

“In Massachusetts, a number of bills are 
pending which affect banks. None of these, 
as yet, has been passed and the legisla- 
ture will.not adjourn for another month. 
No measures recommended by the Asso- 
ciation are included in the pending bills. 

“In Rhode Island, the legislature has not 
yet adjourned but no laws recommended by 
the American Bankers Association have 
been considered. A bill has passed the 
House but has not yet been acted upon in 
the Senate regulating the foreign exchange 
business of persons and corporations other 
than banks and a further bill, which has 
passed the House and is now in the Senate, 
makes a number of amendments to the law 
governing banks, trust companies and sav- 
ings banks. 

“In Kentucky, the Bankers Association did 
not attempt during the session just closed 
to have passed any laws recommended by 


our Association but the banks have been so 
heavily burdened with taxation that they 
confined their efforts to a bill which would 
give them relief. This bill has been passed 
and has become a law. It limits the taxa- 
tion of bank stock for state and local pur- 
poses to $1.30 per $100 of the fair cash 
value in lieu of all other taxes upon the 
shares. 

“The South Carolina legislature has ad- 
journed and the secretary of the state as- 
sociation has reported to our Committee 
that he knows of no legislation in the state 
passed during the recent session relating to 
banks. 


New York Legislation 


66. N New York the legislature has recently 
adjourned and the foliownig bills have 
Leen signed by the Governor: 


1.—To amend the tax law reation to the 
penalty tor tailure to pay the ban« tax anu luc 
moneyed capital tax. (Chapter 2). 

2.—To amend the banking iaw im relation to in- 
formation to be given by banks to the State Hos- 
pital Commission, (Chapter 71). 

3.—To amend the bank'ng .aw in 
change of number of directors of banks. 
ter 91). 

4.—-Tlo amend the banking law in relation to re- 
strictions on taking, holding and conveying real 
estate by savings and loan associations. (Chap- 
ter 116). 

5.—To amend the banking law in relation to collec- 
tions made for the land bank of the State of New 
York by member associations. (Chapter 117). 

6.—In relation to the capital stock of certain 
investment companies. (Chapter 362). 

7.—In relation to investments of funds of savings 
banks in securities issued by other states and 
municipalities therein. (Chapter 505). 

8.—In relation to the holding by a minor of 
shares in a savings and loan association and the 
withdrawal thereof. (Chapter 242). 

9.—In relation to the election of officers and 
directors of savings and loan associations. (Chap- 
ter 243). 

10,—In relation to the capital of private bankers; 


relation to 
(Chap- 


(Int. News Reel) 


Frank R. Galgano 
Democratic member of the New York 
State Assembly, sponsor for the new 
private bankers’ law. The measure 
requires private bankers to furnish 
capital of $100,000 as assurance of 
their ability to protect the public in- 

vestors 
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also (1) to amend the tax law in relation to the 
taxation of moneyed capital coming into competition 
with the business of national banks (2) to amend 
the general corporation law in relation to corpor- 
ate names and (3) to amend the penal law in rela- 
tion to obtaining money by fraudulent check, draft 
or order of a corporation, The law thus amended 
is based on our Association measure with some 
modifications and the amendment consists in adding 
the provision: “If the check, draft or order so 
made, drawn, uttered or delivered be the check, 
draft or order of a corporation, both the corporation 
and the officer or officers thereof signing the same 
shall be so guilty.” (Chapter 423). 


“The importance of the promotion of the 
Uniform Fiduciaries Act, which Act was 
presented to the Association in 1922 and 
approved the following year, has been em- 
phasized before. 

“This Act has been passed by the legisla- 
tures of five states. The chairman of our 
State Legislative Council as well as the 
members of the Association in general are 
urged to bring this Act before the legisla- 
tures of the remaining states to the end 
that it may become effective in all states.” 


Twenty-Nine Banker- 
Farmer Conferences 


CONFERENCE of bankers at each 

agricultural college in forty-eight states 
was one of the goals set by the Agricultural 
Commission last fall. Twenty-nine confer- 
ences have already been held in as mazy 
states. 

“The object behind these meetings,” said 
Burton M. Smith, president of the Bank of 
North Lake, North Lake, Wis., and who is 
chairman of the Commission “was to con- 
sider the feasibility of putting into opera- 
tion an agricultural program by the banks 
of the state, or for the further stimulation 
of work already started. This work in all 
cases was to harmonize with the judgment 
and experience of the college of agriculture; 
in fact, it purposes team work between the 
banks and the college. 

“The type of projects which bankers feel 
can well be emphasized in their respective 
states, is shown in a list of those included 
in the various states’ programs: 

“Boys and girls club work; more legumes; 
diversification, including home production of 
food and feed stuffs; improved cotton cul- 
ture, including boll weevil control; encour- 
agement of county agent and home demon- 
stration agent work; orderly marketing, in- 
cluding sane cooperative marketing; better 
quality poultry, eggs, and dairy products; 
increased and improved dairying; improve- 
ment of livestock; encouragement in keeping 
farm accounts; less tenancy; improved rural 
schools; Purnell Bill for increased appropri- 
ations for research work; improvement in 
seeds and crops; soil drainage and soil fer- 
tility; community organizations, both social 
and educational; improvement of poultry; 
restriction of wheat and cotton acreage to 
adjust to market demands; agricultural in- 
formation service; less store credit, more 
bank credit; loans on long-time basis; 
county bankers’ programs for agricultural 
improveme::t. 


« 
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Interprets the Dawes Plan 


Commerce and Marine Commission Presents a Review of the 
Measure for the Restoration of Business Abroad. Why the 
Amount Was Not Fixed. The Japanese Exclusion Act Harmful. 


Excerpts from the Report of Fred I. Kent, Chairman, Commerce and Marine Commission. 


HE American Bankers Association, 

through its Special Committee in 

attendance at the Rome Convention 

of the International Chamber of 
Commerce in March, 1923, and through the 
Commerce and Marine Commission whose 
Chairman was placed at the head of the 
Economic Restoration Committee of the In- 
ternational Chamber, has been in position to 
keep in close touch with developing condi- 
tions in Europe, and it is of interest to 
know in this connection that the resolution 
which was passed at the Rome Congress 
outlining the principles under which all 
of the disturbing elements in the European 
situation should be settled was accepted by 
the French Government and Monsieur 
Poincare had it read into the minutes of 
the Reparations Commission. 

This resolution therefore became the 
foundation upon which the development oc- 
curred resulting in the appointment of 
the Dawes Commission and its principles 
were those accepted by France as the ones 
under which progress could be made that 
would be acceptable to her. The work of 
the Dawes Commission therefore is of un- 
usual interest to the members of the Com- 
merce and Marine Commission as its find- 
ings are in line with action taken by those 
members of the Commission who have rep- 
resented it in European matters. 

It is interesting to note that the Dawes 
plan is strictly limited to the accomplish- 
ment of certain specific things that are in- 
tended to be a first step only toward the 
reconstruction of Europe, but that at the 
moment it appears as though the next step 
was the one which has been discussed be- 
fore this Commission and which was con- 
tained in a resolution passed by the Conven- 
tion in Atlantic City as a result of such 
discussion. It is the resolution passed in 
Atlantic City, in which a recommendation 
was made that the three creditor nations 
take up the question of the interallied in- 
debtedness, make a study of it together, and 
find out what was for the best interests of 
the three creditor nations, and what effect 
upon the League of Nations question the 
inter-Allied indebtedness had. 


Why Amount Was Not Fixed 


i has been a great question in the minds 


of many Americans, as to why the 
Dawes Commission did not fix the amount 
of reparations which Germany had to pay. 
It was impossible for the Commission to do 
it because it was strictly limited to the 
Treaty of Versailles. The Treaty of Ver- 
sailles gave the Reparations Commission cer- 
tain powers. It was quite impossible for 
those powers to be extended beyond what 
the Reparations Commission itself had; that 


is, to a Commission that was working under 
it. Poincare refused to allow any Com- 
mission to consider the capacity of Ger- 
many to pay, unless it was under the Repa- 
rations Commission because, being an astute 
lawyer, he felt he would be taking chances 
if he did, and that the Treaty of Versailles 
might lose some prestige. Consequently, he 
stated specifically that under no circum- 
stances would he allow anything to occur 
that would have a tendency to weaken the 
force of the Treaty of Versailles; and on 
that account the Dawes Commission had to 
be a part of the Reparations Commission 
which was authorized to consider the ca- 
pacity of Germany to pay. 

But the next consideration was that of the 
inter-Allied indebtedness. The French de- 
clared under no circumstances would they 
assent to a reduction in the total amount 
of 132,000,000,000 gold marks—the figure 
decided upon as the sum Germany would 
have to pay—auntil the inter-Allied indebted- 
ness was settled. France pointed out that 
she would have to have 26,000,000,000 gold 
marks to pay her own reparations, in ad- 
dition to the amount she would have to 
obtain from Germany to satisfy the French 
debt to Great Britain and the United States, 
at such times as she was forced to pay. 

As no Commission under the Reparations 
Commission could consider the inter-Allied 
indebtedness, particularly from the stand- 
point of the United States, it was quite im- 
possible for the Dawes Commission to be 
given any authority to consider the total 
amount of reparations, and that is the rea- 
son why that had to be left out. 


A Normal German Year 


UT the Dawes Commission has figured 

on a total sum of 2,500,000,000 gold 
marks, that will represent what they call a 
normal year, a normal amount of repara- 
tions that Germany can pay, and the elas- 
ticity that they have given it is based on 
the developing conditions in Germany, and 
that elasticity is going to be figured fiom 
six different points that the Commission 
felt when brought together on a common 
base would give an idea as to the progress 
of business in Germany. You will find that 
it does not state how they are to be figured 
out, but certain of those points are to have 
their bases figured on the years of 1913 and 
1914, plus 1926, 1927 and 1928, and others 
are to be figured on the basis of the years 
since the war, and then they are to obtain 
a base by taking an average of all the fig- 
ures. It will be a peculiar average because 
it will cover population and amount of coal 
produced in Germany; the amount of 
sugar and alcohol and tobacco that is 
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consumed; the total of the exports and im- 
ports, and things of that kind; but it will 
be a fair base on which to figure the ca- 
pacity of Germany to pay. 

Now, when 2,500,000,000 gold marks is 
figured; that is under this index figure that 
is to be supplied, then Germany will have 
to pay the difference. If it comes to a figure 
below 2,500,000,000, then Germany will be 
allowed freedom from making payments by 
that amount, but they will have to make it 
up in other ways. 

Economists have been talking and writing 
about the question of how Germany is 
going to make payment except through ex- 
ports and imports, and the Dawes Commis- 
sion has worked that out in a very interest- 
ing way. They have developed a system 
under which Germany is to make these 
payments for reparation to the new bank 
that is to be formed; then that total is 
going to be built up in the form of a de- 
posit. That deposit is to be transferred from 
Germany to the Allied countries as it is 
possible to obtain foreign exchange. Of 
course, if it were not possible to obtain any 
foreign exchange, that deposit of the Agent 
of Reparations in the German Bank would 
continually increase, and the Dawes Com- 
mission realized that that might become 
more or less of a menace and consequently 
they fixed a figure of 2,000,000,000 gold 
marks, beyond which the balance in the 
German Bank cannot go. After the bal- 
ance has reached 2,000,000,000 marks, then 
this Commission that has this matter in 
charge, which consists of an American, a 
Frenchman, some one from Great Britain, 
some one representing Belgium and Italy, 
will make investments in bonds and securi- 
ties in Germany, and it will also be in posi- 
tion to make loans in Germany, until the 
total reaches 5,000,000,000 marks. When 
the total has reached 5,000,000,000 marks, 
they consider that it is better not to ac- 
cumulate further reparation funds, and 
then the payments which Germany is to 
make automatically stop for a time. 

The first payment that will be stopped 
has to do with the transfer tax. That is a 
tax of 290,000,000 marks and it is a tax that 
they figure they can obtain from the rail- 
roads without any difficulty because the 
railroads have already been paying the Ger- 
man government a figure that amounted to 
about 220,000,000 marks, with the conditions 
existing as they have in the past. That is 
figured from the gross earnings of the rail- 
roads, and consequently does not affect the 
taxes that the railroads pay; it comes out as 
a first payment to the German government. 
They figure that that can be 290,000,000 
marks a year and that after a few years the 

(Continued on page 756) 


The Passing of the Heyday of Steam. 


By LEWIS ALEXANDER 


The Motorship is Crowding the Steamboat Off the Seas As 


Trade’s Transport. 


Our House of Representatives Acts to 


Make $66,000,000 Available to Equip American Merchantmen 


HE overseas ship is going through 
the same change that the automobile 
went through about a decade ago. 

Back in the early days of the auto 

—when no motorist would venture forth 

on the dust-laden roads without goggles 

and dusters—the “steamers” had their hey- 
day. Then gradually but surely, the 

“steamer” was replaced by the automobile 

equipped with the internal combustion en- 

gine—first the “one-lungers” and later the 
many-cylindered types that were the fore- 
runners of the modern “twin-sixes.” 

Just now the maritime world is witness- 
ing the same transition in merchant ships. 
The motorship is replacing the steamboat 
as the great carrier in the foreign trade, 
because these vessels can be operated more 
cheaply with a smaller crew and still carry 
more freight. After looking these facts 
squarely in the face, the House of Repre- 
sentatives early in April passed a bill author- 
izing the use of $66,000,000 in Federal funds 
to permit the conversion of American steam- 
boats into motorships by substituting the 
Diesel engine for the less modern steam 
drive. Should the Senate give the pending 
lefislation its approval, it is possible that 
more than 100 ships will undergo this major 
change in motive power. 


America Lost Its Place 


HE United States lost its place as the 

foremost maritime nation of the world by 
its refusal to keep stride with inventive 
progress. There was a time when the 
Yankee clipper ships held the blue ribbon 
on the seven seas, They were swifter, more 
seaworthy and more efficient as the trans- 
ports of the world’s interchangeable com- 
modities than the ships of any other flag. 
Then some venturesome Britisher decided 
that iron and steam would be a better com- 
bination than wood and wind. Although 
Fulton—the American—had invented the 
steamship, the British were the first sea- 
going people to adopt the steamboat. While 
the Americans clung to the sailers, the ship- 
builders on the tight little island laid down 
the iron keels and equipped them with the 
steam-driven engines. Within the span of 
a few decades the American merchant ma- 
rine had dwindled almost into obscurity, 
while the British fleet of merchantmen grew 
and prospered. 

So now—when the superiority of the in- 
ternal combustion engined ship, especially for 
the long voyage trades, is widely admitted— 
Congress is moving before another oppor- 
tunity to catch step with maritime advance 
is lost. Just how speedily the world is 
turning to the motorship is evidenced by the 


with More Economical Motive Power. Clipper Days to Return? 


latest shipbuilding returns, showing that one- 
third of all new vessels on the ways are to be 
driven by the internal combustion engines. 
Admiral W. S. Benson, head of the Ship- 
ping Board’s Bureau of Construction, frank- 
ly admits that the steamship is obsolete and 
that the advantages of the motorship have 
been clearly demonstrated. 

Under the terms of the House bill, which 
was fostered by Representative George W. 
Edmonds of Pennsylvania, the Shipping 
Board will be permitted to spend $25,000,- 
000 in converting Government-owned freight- 
ers into motorships. The remaining $41,- 
000,000 will be available for loans to pri- 
vate American shipowners, who desire to 
obtain capital for the construction of new 
motorships in American yards or to con- 
vert steamers they now own into the more 
modern type of merchant craft. It is esti- 
mated that fifty motorships might be added 
to the Shipping Board fleet through the ex- 
penditure of $25,000,000. Should private 
interests exhaust the capital that would be 
available, there might be more than 100 new 
vessels of this type under the American 
flag. A world survey recently made by 
the Shipping Board shows that there are 
now 185 motorships, having registers in 
excess of 2000 gross tons, in operation under 
twelve flags—with the British holding the 
lead by a wide margin over the Swedes. 


Phantom Ships 


SS ship”—that’s what the old 
salts dubbed the first motorship which 
they beheld. For, in external appearance, 
the motorship is unlike the steamer. The 
first thing that the lookout man sees of a 
ship on the horizon at sea is the funnel, from 
which issue the great clouds of black smoke. 
The motorship is a ship without a stack 
because it works on the same principle 
as the automobile and needs no funnel 
to conduct the outpourings of smoke heaven- 
ward. So when the seafarers first regarded 
this queer craft that had no stacks, they 
rubbed their eyes in wonderment. 

In the race to win the patronage of the 
emigrants, the trans-Atlantic steamship lines 
have recognized the appeal to the imagina- 
tion that the great funnels hold. When the 
Germans brought out the Vaterland—now 
the Leviathan—they equipped the great liner 
with four stacks, any one of which was 
large enough to admit a modern locomotive. 
One of the funnels was a dummy and not 
needed to provide for the escape of smoke 
or steam from the gigantic turbines that 
drove the liner. However, four stacks were 
more than three and—in the emigrants’ eye— 
it was just that much superior to any other 


737 


ship. On the newer motorships, ornamental 
stacks have been added so that the vessel 
may not lose one of its time-honored marks 
of identification. A British company is 
building two 20,000 ton Diesel-driven passen- 
ger liners that will plough through African 
waters at a clip of eighteen knots. 

For fuel the motorships use a Diesel oil 
that is somewhat lighter than the fuel oil 
that is burned under the oil-fired steamers. 
This oil is somewhat more expensive, but, 
inasmuch as the motorship consumes only 
about one-third as much fuel as the oil- 
burning steamer, it has a strong advantage 
from this viewpoint. 


Principal Item of Cost 


| tome is the principal item in the cost of 
running an ocean-going vessel, with the 
wages paid the officers and crews the next 
largest factor. The difference in crew costs 
has generally been assigned by American 
shipowners as the major reason they can- 
not compete in the overseas trade with for- 
eign vessels. The motorship requires fewer 
men than a steamship of the same size, be- 
cause it can dispense with the engine room 
crew. It can take on enough fuel at the 
home port to cruise to any foreign destina- 
tion and return without re-oiling, thus free- 
ing the vessel from depending upon any 
foreign fuel supply. With its great operat- 
ing radius, the Dieselized vessel can procure 
its oil at the place where it can be pur- 
chased the most cheaply. By virtue of its 
lower oil consumption, the vessel does not 
have to have such large reservoir spaces. 
This permits it to carry more cargo than 
a steamer of corresponding tonnage. 

Since the post-war boom shipping has 
been in the throes of an acute depression. 
Vessels which cost hundreds of millions of 
dollars to build have been tied up and idle. 
The Shipping Board alone has had more 
than 800 steel ships riding at anchor. While 
the privately owned tonnage of the world 
has fared better than the state-owned ships, 
a good portion of the ships of all flags have 
been inactive. And yet the records show 
that hardly a single motorship, throughout 
these lean years, has been tied up for want 
of cargoes. Rates which would produce 
losses for the steamers have earned profits 
for the more modern carriers. 

The Shipping Board has only one motor- 
ship in its fleet—the William Penn, which 
is equipped with machinery that Chair- 
man Edward N. Hurley purchased from 
the famous Burmeister and Wain engine 
builders in Copenhagen, While its offers to 
sell the best steamers in its fleet at $30 a 
deadweight ton have gone begging, it has. 
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declined to accept more than $50 a ton 
for this motorship. The William Penn has 
been in operation for two years in circling- 
the-globe trade. 


Motorship Made a Profit 


HERE are six other steamers employed 
on the same route. Operating figures, as 
supplied by the Shipping Board, shows that 
the lone motorship made a profit of $51,- 
399, $20,475 and $31,655 on three voyages, 
while each steamer suffered a loss ranging 
from $299 to $134,331 on the round-the- 
world cruise. The average loss was about 
$60,000. Admiral Benson, who has been 
investigating the motorizing of ships for 
the Board, advised a Congressional commit- 
tee as to the difference in cost of operation of 
a coal-burner and this 8560-ton motorship. 
The report showed on a voyage of 22,000 
miles a saving in the cost of operation of 
48.1 per cent. Ona 16,760 mile voyage, the 
motorship had a 43 per cent lower expense. 
While virtually every other merchantman in 
the Shipping Board fleet has been accumu- 
lating losses, the lone motorship has shown 
a profit. 
While the Shipping Board is now making 
a somewhat belated effort to gain a large 
number of these economically driven car- 
riers, it has long been its policy to encour- 
age the addition of these vessels to the pri- 
vately owned fleet. It has sold at a nom- 
inal cost about ten of its steel ships to pro- 
vide hulls for the installation of this mod- 
ern machinery, and it now stands ready to 
continue this policy to encourage the invest- 
ment of private capital in the conversions. 
Congress, in passing the Merchant Marine 
Act of 1920, authorized the Shipping Board 
to set aside for five years $25,000,000 an- 
nually from the revenues it derived through 
ship sales and operations to create a revolving 
fund, known as the Construction Loan Fund. 
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The Board was empowered to make loans 
from this fund to private interests to enable 
them to build modern carriers of approved 
types. While $75,000,000 was paid into this 
funds, only $9,000,000 in loans have been 
extended to private companies. There was 
no authorization, however, for the Board 
to make loans to enable American ship- 
owners to recondition their vessels or to 
equip them with this more efficient ma- 
chinery. 


Loans from a Revolving Fund 


NDER the terms of the Edmonds Bill, 

/ the Shipping Board can loan from this 
fund up to 50 per cent of the cost of a 
new ship or half of the cost of recondition- 
ing. The rate of interest is fixed at not 
less than 4% per cent for ships to be built 
for operation in the foreign trade or 5% 
per cent when the vessels are to be em- 
ployed in the protected coastwise services. 
One-sixth additional may be loaned upon 
security of twice the additional loan, pro- 
vided that the sum total of the loan coes not 
exceed two-thirds of the total cost of the 
motorship. A free hand was given the 
Shipping Board in the fixing of the inter- 
est rates under the terms of the original 
act, but the House has imposed restrictions 
in the Edmonds Bill. The loans cannot be 
for a longer term than fifteen years, and 
the borrower would be required to start 
paying back the principal not later than two 
years after the advance was made. 

If all of the $41,000,000 were devoted 
to Dieselizing cargo carriers, it would make 
possible the conversion of 100 ships. If all 
of these motorships were placed in the for- 
eign trade, they would constitute about 
one-third of the tonnage now operated under 
the American flag in the foreign trade. Ac- 
cording to such an eminent authority on 
shipping as P. A. S. Franklin, president 


(Photo by courtesy of MOTORSHIP) 
The new American-Diesel engine which has been developed by the Bethlehem 
Shipbuilding Corporation for ocean-going vessels 
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of the International Mercantile Marine Com- 
pany, the motorship, in its present state of 
development, would not be more economical 
that the most modern type of steamships on 
the North Atlantic. On the longer hauls, 
however, its economies are admitted. 

The United States is not the only coun- 
try which is openly encouraging: shipowners 
to build the Diesel-driven carriers. The 
British Government is reported to have 
arranged a loan to the Royal Mail Steam 
Packet Company of about $10,000,000 at an 
interest rate of around 2 or 2% per cent 
to permit the construction of two moderately 
large passenger liners. It has loaned $7,- 
000,000 at a low rate to a company spe- 
cializing in the movement of cargoes for 
the building of nineteen motorized freight- 
ers. The Germans, in rebuilding their mer- 
chant marine, have added a large proportion 
of motorship tonnage. American lines have 
placed contracts abroad for about twenty 
motorships, as the foreign shipbuilders can 
produce new vessels at from $50 to $60 per 
deadweight ton. American yards quote 
around $120 a ton for the same type of 
ships. 

The possibilities of the motorship as a 
means of American re-establishment on the 
seas were seen during the ship subsidy fight 
by former Senator Pomerene of Ohio, who 
had a resolution passed by the Senate call- 
ing upon the Shipping Board to report how 
many ships in its vast fleet were susceptible 
of conversion into motorships, and whether 
American motorships could compete in the 
foreign trade without Congress granting a 
subsidy. The Shipping Board, under the 
Lasker administration, was committed to 
the subsidy idea, contending that only by 
the extension of direct aid from the Treas- 
ury to the shipowners could the American 
merchant marine be permanently established. 
While some research was done, the report 
was never submitted. 

There is general agreement among Ameri- 
can shipping experts that, if the present 
Government-owned fleet consisted wholly 
of motorships, the Shipping Board would 
have no trouble in meeting the com- 
petition of the British, the Danes, the Ger- 
mans or any other maritime nation. With 
the various maritime nations constantly in- 
creasing the proportion of motorships in 
their fleets, it is apparent that the steamer, 
regardless of the flag it carries, will have a 
harder time in the competition with the 
Diesel-driven carriers, 

How rapidly the maritime world is turn- 
ing to the motor-driven ship is indicated by 
the following table, showing the holdings 
of these craft by flags: 


Total pre-war Total post-war 


Great Britain. . 


244,109 129|744,826 


| 
= 
> 
i | iid 
| 
| 4 | 
Sweden........ 7 | 26,096 22 |112,587 
Norway....... 8 | 32,256 19 | 97,612 
Denmark...... 13 | 67,649 12 | 60,812 
Wie United States. 8 | 24,432 9 | 46,060 
ermany...... 1 5,456 12 | 54,476 
we Holland...... 4 | 13,660 3 | 22,438 
= 
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The “Californian,” one of the newer American motorships 


The volume of American water-borne 
commerce promises to grow from year to 
year. During 1923 the ships moved 86,874,- 
593 tons, valued at $6,662,280,874, according 
to the annual report of the Chief of Engi- 
neers. Under normal conditions the carry- 
ing charge on freight is that rate which 
will return to the most economical carriers 
a reasonable profit on their investment. If 
the time comes when there are a sufficient 
number of motorships to carry a substantial 
part of the trade, the rates will reflect the 
lower costs of operation. It is this direct 
interest that American business has in the 
motorship proposition. 


Cost of Installations 


DMIRAL BENSON estimated that the 

cost of installing Diesel engines in the 
hulls of the available Shipping Board types 
would range from $40 to $60 a deadweight 
ton. To construct a new steam-driven cargo 
carrier in an American shipyard would in- 
volve an outlay of from $85 to $90 per 
deadweight ton. In foreign yards contracts 
for new Diesel driven ships are reported to 
range from $50 to $60 per ton. American 
shipbuilders estimate that, by purchasing 
steel hulls from the Shipping Board at 
the bargain rates and installing American- 
made Diesels, a converted motorship may 
be acquired as low as $52 per deadweight 
ton. Thus the champions of the motorized 
vessel contend that some advantage may 
accrue to the American shipowner out of 
the colossal expenditures of $3,500,000,000 
that failed to produce a real merchant ma- 
rine. Admiral Benson expressed the opin- 
ion before the Congressional committee that 
the Board, upon completing the conversion 
of the fifty steamers, would have no trouble 
in finding ready purchasers for the modern- 
ized vessels. 

While America sponsored the steamboat, 
credit for producing the practical motorship 
must go to the Russians, who were the 
first to instal the internal combustion engines 
in large crafts.) However the Dutch were 
the pioneers in harnessing the Diesel for the 
overseas trade. A Dutch motorship tanker 
was the first ocean-going vessel. It was 
built in 1910.. For many years the old es- 
tablished lines held aloof, waiting to see 
what the test of time would prove. It 
was feared that the cost of keeping the 
motorships in trim would be excessive, when 
considered over. a span. of.years.’ Then, too, 
doubt was entertained that any piece of 


machinery could run continuously for weeks 
at a time without getting so hot that metal 
would not ‘stand up under the heat gener- 
ated by the friction. The upkeep of the 
American motorships has been less than 
that for a comparable steam-driven freighter. 

Anticipating the trend of ship construction, 
the American engine building companies 
have gained licenses from the leading Eu- 
ropean Diesel manufacturers and are mak- 
ing these types in domestic plants. Inde- 
pendently the American engine builders have 
developed internal combustion engines which 
have proved quite satisfactory. The Beth- 
lehem company has spent about $2,000,000 
in evolving an engine that it expects to meet 
the test. There are at least ten domestic 
companies in a position to produce the ma- 
chinery needed in the process of conversion. 

While the maritime world has embraced 
the Diesel, there are some who foresee a 
more ultimate type of drive than the Diesel. 
Some declare that the ideal’ combination 
would be the installation of a Diesel engine 
to generate the power to drive an electric 
motor. The more visionary think that the 
transmission of power by radio—which the 
inventor Nikola Tesla declares is a demon- 
strated fact—may lead to the development 
of an electric ship that will draw its mo- 
tive power from the stations on land. But, 
dealing with practicalities, the shipowners 
see in the motorship the way to cheaper 
operating costs, low transportation charges 


The “William Penn,’ 


and the freer movement of the world’s in- 
terchangeable commodities. 


McFadden Bill is 
Reported 


HE McFadden Bill, which seeks to mod- 

ernize the National Bank Act, was fa- 
vorably reported to the House of Represen- 
tatives on April 26. Representative L. T. 
McFadden, the sponsor of the measure, ex- 
pects to have the House pass the bill early 
in May, so that the Senate may act upon 
it before adjournment. It is understood 
that a sub-committee, headed by Senator 
Edge of New Jersey, will be appointed by 
the Senate Committee cn Banking and Cur- 
rency to hold hearings and to expedite con- 
sideration of the measure in the upper house 
of Congress. 

As amended in committee, the bill pro- 
hibits the maintenance of branches by na- 
tional banks in states where state banks 
are not authorized to establish branches. 
Where state banks are permitted to oper- 
ate branches, a national bank would be em- 
powered to open branches within the limits 
of cities in which it is located, under certain 
restrictions. Only one branch may be opened 
in a city where the population is not less 
than 25,000 and not more than 50,000; only 
two branches where the population is not less 
than 50,000 and not more than 100,000. 


the lone motorship in the Government-owned fleet, passing 
through the Panama Canal, on the round-the-world service 
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The Condition of Business 


Less Activity Shown in March and Early Part of April, Although 


Business Is Still Generally Above Normal. 


Record Building 


Construction in New York. Conditions in the Textile and 


Soft Coal Industries. 


NDUSTRIAL and trade reports avail- 
able at the close of April indicated 
that the recession in business which 
became pronounced after the middle 
of March continued into April. Steel buy- 
ing declined early in March after the prin- 
cipal consuming industries had covered their 
immediate requirements. Rolling mill and 
blast furnace operations were consequently 
reduced in several districts, and lower prices 
prevailed on some classes of steel products 
and on pig iron. Textile markets were 
unimproved due to unsettled conditions in 
raw cotton and silk and continued hesi- 
tancy of buyers. Operations at automo- 
bile factories were fuither curtailed pend- 
ing movement of accumulated stocks into 
consumers’ hands. The decline in produc- 
tion of bituminous coal continued. Com- 
modity prices continued downward, Profes- 
sor Fisher’s index number reaching 146 at 
the end of April, or nearly 10 points lower 
than at the February high point. Factory 
employment throughout the country failed 
to show the usual increase in March. 
The distribution of goods and general 
business activity also declined in March, 
when allowance is made for usual seasonal 
variations. Due partly to decline in ship- 
ments of coal, total loadings of revenue 
freight declined during March and the early 
part of April, although merchandise ship- 
ments held up relatively well. Wholesale 
and retail trade in March was lower than 
a year ago, due chiefly in the case of wear- 
ing apparel to the postponement of Easter 
purchases until April. The increase in vol- 
ume of bank checks drawn against individ- 
ual accounts during March was less than 
usually occurs, and the proportion of firms 
failing to the number in business increased. 


The Credit Situation 


OMMERCIAL loans of the banks in 

leading cities were lower at the middle 
of April than they were a month earlier, 
apparently reflecting the completion of early 
spring borrowing. The reduction in com- 
mercial borrowing and the continued large 
inflow of gold, together with large interest 
disbursements by the Treasury on April 
15, made it possible for banks which are 
members of the Federal Reserve system to 
reduce their borrowings at the Reserve 
banks $120,000,000 during the first three 
weeks of April, with the result that the 
volume of Reserve bank credit in use was 
the lowest since 1917. 

Money rates became easier toward the 
end of April. The demand for bankers’ 
bills was somewhat broader, while the sup- 
ply decreased due to seasonal slackening 
in the movements of cotton, silk and other 
commodities. Reflecting these tendencies, 


Wage Rates Stable. 


dealers’ offering rates on ninety-day bills 
were reduced % per cent to 33% per cent. 
Prime commercial paper remained 4% per 
cent with a good demand reported in the 
interior and the supply of paper only mod- 
erate. 


Building Shows Increase 


large increase in building permits 
granted throughout the country during 
February was followed in March by a rise 
in contract awards of 45 per cent, according 
to the F. W. Dodge Corporation’s figures 
for twenty-seven northeastern states. Near- 
ly half of the gain occurred in New York 
City, with the result that awards in New 
York State and northern New Jersey in- 
creased 56 per cent to the highest point on 
record, as indicated in the accompanying 
diagram, prepared by the Federal Reserve 
Bank of New York. There were also in- 
creases in every other district, but the total 
outside New York was considerably below 
the high points of other years. For the first 
three months of this year awards in the 
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The canyons of New York—an im- 

pressive view of Broad and Nassau 

Streets, in the heart of the downtown 
financial district 
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Security Market. 


New York area were 77 per cent larger 
than in the first quarter of 1923, whereas for 
all other northeastern districts they were 8 
per cent smaller. 


1920 1922 19235 


1924 

Value of building contracts awarded in 

New York State and Northern New 

Jersey and in all other northeastern 
states 


Building permits issued during March in 
158 selected cities increased 51 per cent over 
the February total and were 11 per cent 
higher than in March 1923, heretofore, the 
month of the largest total. These increases 
reflected chiefly gains in New York City 
and were apparently due in part to filing 
of building plans prior to April 1 to take 
advantage of the state law exempting resi- 
dential structures from taxation. 


First Quarter’s Business 


HE recovery in industrial activity which 

began toward the close of last year 
reached its peak in January-February, when 
the Federal Reserve Board’s weighted in- 
dex number of production in twenty-two 
basic industries stood at 120 per cent of 
1919 average, or at the same level as a year 
previous, In March the Board’s index turned 
downward, and for the first quarter aver- 
aged about 2 per cent lower than for the 
first quarter of 1923. 

First quarter net profits of forty industrial 
concerns which had published statements 
before the close of April were larger in 
the aggregate than a year ago, although there 
was considerable irregularity among the in- 
dividual companies. Net earnings of the 
United States Steel Corporation were near- 
ly twice as large as a year ago, but several 
of the smaller steel companies reported re- 
duced profits. Oil company figures available 
were all larger, while the motor and ac- 
cessory group totaled about the same as 
a year ago, and profits of miscellaneous in- 
dustrial companies were smaller in the ag- 
gregate. 

A comparison of other phases of business 
activity in these two periods is given in 
the following table, based on figures from 

(Continued on page 761) 
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New Magnets For Idle Dollars 


Tried-Out Means of Building Up Savings Accounts Reviewed 


at New York Conference by Banks in Eastern District. Savings 


Growing at Rate of Billion Dollars Annually. 
Now Spending 90 Per Cent of the Nation’s Payroll. Education. 


HE means to be employed in putting 
idle dollars to work and transferring 
the spendthrift to the ranks of the 
thrifty were imparted to 600 bank- 

ers from the eastern states on April 24-25, 
when the last of four regional conferences 
conducted under the auspices of the Savings 
Bank Division of the American Bankers 
Association was held in New York City. 
Although the banks located in the states 
comprising the eastern district reported ten 
and a half billion dollars in savings out of 
the eighteen billion dollar national total, 
bankers out of their own experiences told 
how more money could be attracted by the 
extension of the school savings movement, 
industrial savings, club plans and novelty 
advertising. The note of service, as a 
means of holding the deposits, was re- 
peatedly struck, while the conferees re- 
viewed the most efficacious methods of pro- 
tecting the savings dollar from scheming 
speculators. 

The keynote of the conference was 
sounded by Herbert K. Twitchell, presi- 
dent, Seaman’s Bank for Savings, New York 
City, who said in welcoming the delegates 
that the banks should present the lessons of 
thrift in such a way that idle dollars in 
hiding would be made to do constructive 
work, while the thriftless and the careless 
should be led to appreciate the necessity of 
preparing for the day when their earning 
power will cease. 

“We are not bent on money making for 
money making’s sake,” Mr Twitchell said. 
“We are not working for increased dividends 
to stockholders. We are aiming to transfer 
those who are spendthrifts and thereby pub- 
lic enemies to the thrifty class, who are 
public benefactors. 

“To my mind it is somewhat misleading 
for us savings bankers to lay great stress 
on savings as a road to great wealth. I am 
concerned, however, that more than four- 
fifths of those living at sixty-five out of 
every 100 able-bodied men, starting at 
twenty-five, are dependent upon others for 
support. Does this not constitute a chal- 
lenge to those who are engaged in pro- 
moting thrift and savings? 

“Even in the field of the settlement of 
international questions, we are impressed 
with the fact that their solution rests large- 
ly upon financial adjustments, and that these 
adjustments depend largely upon the thrift 
and economy of the people of the respective 
nations and their willingness to bear taxa- 
tion burdens sufficient to wipe out gradually 
war debts, furnish capital needed to revive 
industry and meet the expense involved in 
the repair of devastated regions.” 

Reciting that savings have been increas- 


ing during the past eleven years at the 
rate of one billion dollars annually, Charles 
H. Deppe, president of the Savings Bank 
Division and vice-president of the Union 
Trust Company, Cincinnati, stated that 
the American savings bank furnished one 
of the best known illustrations of small be- 
ginnings of mighty institutions. At first 
limited to the mutual savings bank, savings 
spread westward, developing in a different 
form with state banks, national banks and 
trust companies serving as depositories. He 
estimated that now 85 per cent of all the 
member banks of the American Bankers 
Association take savings deposits. 


Billion Dollar Yearly Gain 


667 )ESPITE the enormous savings in- 
crease in the eastern district and in 
the entire United States, there is no doubt 
that the importance of savings has not been 
generally realized by bankers and econo- 
mists,” Mr. Deppe said. “The commercial 
bankers, intent on other projects demanding 
consideration, did not ordinarily evince in- 
terest in savings. Savings are capital created 
out of the difference between earnings re- 
ceived and spent. They are not for purely 
commercial purposes. Savings are primarily 
for investment; they assist in building houses 
and in developing farms; they contribute 
their share in the building and equipping ot 
railroads and financing municipal improve- 
ments. When, through commercial enter- 
prise, the stability of an industry has been 
thoroughly established, saving has its place in 
the development of this branch of banking, 
those in control of operations have held 
firmly to the thought and practice that safety 
of principal must primarily underly all sav- 
ings investments as distinguished from the 
greater risks apparent in commercial en- 
terprises. 

“Tn the past eleven years savings have in- 
creased at the average rate of one billion 
dollars per year. The interest received by 
the savers in the United States during the 
year past was about $700,000,000, being 
equal in amount to that spent by the United 
States Government for its ordinary expendi- 
tures for any year prior to that of 1913. 

“School savings—another product of thrift 
education—has developed through the direct 
teaching of thrift in the public schools in 
America. Its development has been unex- 
pectedly rapid. ' Since 1920 the number 
of towns using school savings systems has 
largely increased. At the close of last year 
approximately 7000 schools, with an enroll- 
ment of 3,000,000 pupils, reported almost 
2,000,000 participants with bank balances 
of about $12,000,000. 

“The most recent by-product of thrift is 
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Women are 


savings secured by the payroll savings 
method. So recent has been the inception 
that time has not yet been afforded for 
its adequate development throughout the 
whole country. The extreme East and the 
extreme West and later the Middle West 
have forged farthest ahead in applying this 
new method. 

“The first aim of the savings bank was 
purely for the benefit of the individual. It 
was to make himself self-respecting and in 
a measure financially independent during the 
periods of depression and unemployment. 

“As the number of depositors increased 
and the sums on deposit assumed greater 
and greater proportions, a new element en- 
tered. Savings became a factor of im- 
portance in sustaining industry. More and 
more this came to be understood, but it is 
not yet fully comprehended by savings de- 
positors themselves. 

“Money is highly liquid. Invested even 
with the best intentions and considered judg- 
ment, it sometimes is lost. Added to this loss 
is that far greater one which comes through 
participation in ill-advised enterprises. It is 
said that the urge to ‘take a chance’ is in- 
herent in the American people, and that 
no scheme of savings which does not take 
into account this tendency can be success- 
ful. Despite the efforts to curb the activity 
of those who prey upon the people’s savings, 
this element in human nature will assert 
itself with resultant financial loss. To stop 
these losses and to feed the constantly in- 
creasing demands for money in honest en- 
terprises, it is necessary that more economic 
information be given to the people in the 
places of our greatest concentration of pop- 
ulation. 

“Tf our present economic policy is to con- 
tinue, with the number of employees as 
compared with the employers constantly in- 
creasing and with these employees exercising 
a greater power in company folicies through 
employee ownership, it is essential that the 
employees themselves be educated in those 
principles of economics which bring finan- 
cial welfare to themselves and prosperity 
to the country. The participation in sav- 
ings by the people generally furnish the 
best education in sound and orderly proc- 
esses of finance and government.” 


School Savings Boosted 


"[ EACHER and banker agreed at the con- 
ference that education and finance had 
found common ground in the school savings 
movement for the development of better 
citizenship, not only among the young, but 
also, through the children, among foreign- 
born adults. 
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David Gibbs, superintendent of schools, 
Meriden, Conn., in speaking on “School Sav- 
ings from the Educatcr’s Viewpoint,” said: 
“Schools are concerned primarily with train- 
ing every child in that knowledge and in 
those habits, skills and virtues essential to 
his becoming an intelligent, law-abiding, 
loyal and constructive citizen. Thrift, re- 
sulting in the possession of pzoperty and of 
money, stabilizes character, arouses ambi- 
tions for larger service in life, increases 
happiness, provides better homes, counter- 
acts Bolshevism and other forces destruc- 
tive of the commonweal. Instruction in 
thrift has, therefore, such an important place 
in the training of the future citizen that 
it should be included in the curricula, and 
every child in the country should have the 
advantage of such instruction. 

“The great progress made in establishing 
school savings throughout the ountry shows 
not only a desire for such cooperation, but 
also a realization of the future financial and 
civic importance of this movement. It 
should be so extended that every child in the 
Nation shall have the opportunity to open 
a savings account through his school, or di- 
rectly with a bank, or by mail where no 
bank is available, not so much for the money 
that may be saved as for training. 

“A large number of parents, through this 
activity of their children, have also begun 
saving. Many foreign born parents have ac- 
quired confidence in the banks and have 
transferred their savings from stockings, 
mattresses and other receptacles to the banks. 
The banks are undoubtedly doing an im- 
portant public service and at the same time 
saving up a capital of future patronage they 
could not have had otherwise. It is signifi- 
cant for the future of public education in 
America that so large and important a body 
of men, representing a large portion of the 
total financial resources of the country, 
should be interested in this important edu- 
cational problem.” 


The Banker’s Viewpoint 


HE banker’s viewpoint was presented by 
William G. Roelker, vice-president, In- 
dustrial Trust Company, Providence, R. I.: 
“We were more than sceptical about the 
school savings idea at first. Actually we 
thought it was foolish. The mere contem- 
plation of the labor involved in handling 
many thousands of small accounts was ap- 
palling. It was difficult to figure anything 
in the nature of a practical advantage from 
it. We spent nearly six months thinking 
about it—and then dared it to succeed by 
putting it to work in our main office. Since 
then we have extended the system, and 
there is now hardly a city or town in the 
state without its juvenile savings depositors. 
“There are three very tangible benefits to 
the bank. One is in the direct association of 
the bank with the project. Everybody in 
the state, from the members of the School 
Commission to the youngest and most timid 
new pupil, knows the school bank. Our pass 
books are in about 25,000 Rhode Island 
homes. 

“The second benefit to the bank is the 
inculcation of the savings habit in the minds 
of the young folks of the community. The 
generation that is growing up with the sav- 
ings account habit is going to be a genera- 
tion of savers. Let even 50 per cent of 
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these youngsters drop out of the ranks, and 
you still have a huge army of thrifty, sub- 
stantial men and women who prosper, build 
homes, rear children—and become good bank 
customers, Advertise as much as you like; 
most of your business comes to you as a 
result of the things that people say about 
you. Let ten people say to each other that 
your bank is all right—just that moderate 
statement—and something has been accom- 
plished for you. People will say that and 
a good deal more of the bank that has a 
school savings department, operated under 
official sanction and with the cooperation 
of the school authorities. 

“The third benefit is that of bringing up 
a generation friendly to the bank. You know 
that thousands of people either fear the 
bank or look upon it as a grim, cold-blooded 
and utterly commercial institution. Because 
many of them still distrust us a little, the 
sock, the stove and the coffee can are tak- 
ing our places with a good many people. 

“The school bank also gives you an op- 
portunity to reach the immigrant parent 
through the child. There are thousands of 
these new Americans in every city. They 
are often victimized by unscrupulous fellow 
countrymen, or lose their money through 
the mismanagement of banks not operated 
by competent persons. The very laborer 
who today stands outside one of these closed- 
up institutions and despairingly tells his 
neighbor that his savings have been swept 
away, will come downtown to the school 
bank tomorrow with his brood of three or 
four school bank depositors and watch them 
get their money without any formality, ex- 
cept that required by the efficiency of the 
system. These aliens are thrifty. Their 
business is worth having. An aggressive ef- 
fort to bring them in might frighten them 
away. Yet they are led in by the hand by 
their children. I have seen them by the 
dozen, a little bewildered and awed when 
they come in, but quite sure of themselves 
as they go out, with a wholly satisfactory 
experience to relate to their friends and 
families.” 


Protecting the Saved Dollar 


eo has brought a nation-wide 
tidal wave of speculative and worthless 
securities, Samuel H. Beach, president of 
the Rome Savings Bank of Rome, N. Y., 
declared in discussing how the investors 
might be protected. 

“The increasing opportunity for the sale 
of securities to small investors, the aug- 
mented incomes of the well-to-do and the 
general condition of prosperity with high 
wages and high prices, have brought a tidal 
wave, seemingly nation-wide in extent, of 
highly speculative and worthless securities,” 
Mr. Beach said. “To protect its depositors 
from-_loss by ill-considered investments of 
savings, generally accumulated by long years 
of self denial, is an ever-present duty of 
the officers of every savings bank and is 
one especially important at this time. 

“The demand for so-called Blue Sky leg- 
islation to render less harmful the inter- 
views between the voluble, high pressure 
salesman and the uninformed wage-earner 
comes from many quarters and is both 
insistent and persistent; but the seemingly 
insurmountable difficulty of framing legisla- 
tion which will bar the offering for sale 
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of all classes of worthless securities and 
will not at the same time seriously hinder 
and handicap the marketing of absolutely 
sound and desirable investment offerings, has 
thus far blocked remedial legislation along 
this line—with the exception of the increas- 
ingly effective Martin Law, passed in New 
York State some two years ago. The edy- 
cation of the masses by both personal effort 
and newspaper publicity remains the best, 
and in many states apparently the only way 
to safeguard their savings. 

“Generally speaking, any person who has 
accumulated not over $5,000 is fully war- 
ranted in believing, if he leaves his money 
in a savings banks, that he will be very much 
more certain ten years hence of having his 
principal fully intact and, with the added 
compound interest, that he will then have 
more money actually in hand than if he had 
invested it in higher interest bearing securi- 
ties, with the probable occasional losses of 
principal incident thereto. 

“Surprising ability to make poor invest- 
ments is by no means confined to people of 
small means, for it is a notorious fact that 
the ‘tin box’ of nearly every deceased mil- 
lionaire is found to contain a considerable 
proportion of nearly or absolutely worthless 
securities. The losses of this latter class 
need give us no cause for worry, but the 
very fact that intelligent, well-informed, rich 
men do make many bad investments only 
deepens my conviction that no one is war- 
ranted in making investments of a specu- 
lative character until the income from his 
capital exceeds what it costs him to live, 
and then only the excess of income over liv- 
deepens my conviction that no one is war- 
acter of investment.” 


Billion Dollar Waste? 


BILLION dollars a year is wasted by 

purchasers of worthless securities, H. 
J. Kenner, manager of the Better Business 
Bureau, New York, asserted in describing 
the measures taken by the bureau to com- 
bat the evil. 

“It is believed that the money waste for 
the whole country due to the distribution 
of worthless and misrepresented securities 
approaches a billion dollars a year. The 
destructive effects are plain. Three out- 
standing perils menace savers and inexperi- 
enced investors. The first is the peril of 
money loss to the citizens who can ill af- 
ford to lose. The second is the peril of 
suspicion and lost confidence created by a 
misunderstanding of investing and by experi- 
ences with unscrupulous operators. The 
third is the peril of prejudice and destruc- 
tive radicalism inculcated by irresponsible 
salesmen who, to distribute their insecure 
securities, spread false information about 
banks, banking and the general subject of 
finance. 

“Not long ago the promoters of a motor 
car manufacturing company, who were in- 
dicted on a mail fraud charge, following 
an investigation by the national Better Busi- 
ness organization, reproduced in their litera- 
ture press reports of bank embezzlements 
and failures, under the caption, ‘Yet You 
Are Told Your Money Is Safe in the 
Banks.’ Business leaders believe that steady 
effort to offset these destructive influences 
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THERE MUST BE SOME VIRTUE IN THE NAME: 
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Bankers Service 
Corporation 


oA TER fifteen years of operation under it, 
the name, BANKERS SERVICE CORPORATION, 


seems a very commonplace one to us. 
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But there must be some virtue in it. 


So MANY organizations in our line adopt names 
that sound like it or can be confused with it. This 
has happened at least ten times in the last few years. 


Ge5e5 


It 1s, doubtless, a compliment to us, a compliment 
on the name itself and a compliment on what the 
name has come to stand for. 


Tuere is the chance, however, that what compli- 
ments us may sometimes confuse the banker whom 
we [and others} desire to serve. 


WE publish this, not to claim that we are superior 
to the newer concerns whose names resemble 
ours, but to make it clear that we are different. 


The BANKERS SERVICE CORPORATION 


IQ AND 2I WARREN STREET 
NEW YORK 
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Cross-Currents in Foreign Trade 


By CHARLES F. SPEARE 


The Romance Woven into the Story of the Trade Balance. 
Since the Armistice America Has Sent to Europe, or Left 
Abroad, Three Billion Dollars, a Sum Sufficient to Have Re- 
tired About Twenty-five Per Cent of the Latter’s War Debt. 


HERE is no greater romance in the 

realm of statistics than that woven 

into the story of the American for- 

eign trade balance. It deals with 
gold for which men barter their lives and 
often their honor, with goods from the fac- 
tory and grain from the field, with cotton 
from the plantation, and lumber from the 
forest, with the savings of the immigrant 
which go by the hundreds of millions of 
dollars annually to enrich whole towns and 
provinces in Europe, with the lavish spend- 
ing of the tourist in France and in Italy, 
with the toll that the foreigner pays to the 
American investor who holds the bonds of 
governments, cities and corporations, with 
the earnings of ships that sail the seven seas, 
with smugglers, with the missionary in 
China or Africa and the welfare worker in 
Russia or Armenia and with various other 
media into which dollars or foreign curren- 
cies are transferred in the international 
game of give and take. 

One of the splendid undertakings of the 
United States Department of Commerce, 
through its Finance and Investment Divi- 
sion, is the collation and publication during 
the past two years of statistics covering the 
question of the international payments of this 
country. This is a most important study, 
prepared by Rufus S. Tucker with a fore- 
word by Secretary Herbert Hoover. Its 
value is greater now than possibly it may be 
in future years when the exchanges become 
stabilized, as it provides the only substantial 
basis on which the movements of the foreign 
exchanges can be set down. The facts have 
been gathered from many sources and while 
it is admitted that there is a possibility of 
error either way of as much as $100,000,000 
this is a small percentage in a turnover that 
involves more than $11,000,000,000 annually. 

Before the war the United States was 
normally a creditor nation in its strictly for- 
eign trade operations but a debtor when the 
offsets of “invisible” trade items were reck- 
oned with. During the war, and especially 
from 1917 until 1920, the excess of mer- 
chandise exports over imports was huge and 
the offsets in the form of tourist expend- 
itures and remittances of aliens were nat- 
urally smaller than when peace prevailed in 
Europe. Since 1921 there has been a gradual 
equalization as between merchandise exports 
and imports, with a striking change in the 
first half of 1923 when what we bought 
overbalanced what we sold by $142,000,000. 
Not in nearly 30 years was there such a debit. 


N the second half of the year the equilib- 
rium was restored and the twelve months’ 
period ended with a favorable balance of 


$389,000,000. It is in the operations of the 
last few years when communications have 
been reestablished and employment has been 
active that the currents have begun to flow 
most strongly against the United States. The 
wealthy have had more means and the middle 
class more desire to travel than ever before 
and they are leaving in Europe each season 
$500,000,000 to cover the cost of their holi- 
day abroad. At the same time the 14,000,000 
foreign born resident in the United States 
are sending to their home people $350,000,000 
a year out of the wages which they take 
from American industry. It is a conservative 
statement that since the armistice this coun- 
try has left in Europe or sent to Europe 
fully $3,000,000,000, or sufficient to have re- 
tired over 25 per cent of the debt which 
Eurepean countries contracted in the United 
States during the war. That this great sum 
has vastly eased the financial situation in 
France and in Italy goes without saying; it 
has been at times a great stabilizer of the 
franc and the lira. 

Prior to the war Europe was the holder 
of extensive investments in American rail- 
road and industrial securities. Great Britain 
owned the largest percentage and sold prob- 
ably $3,000,000,000 to $4,000,000,000 back to 
us from 1914 to 1916. Germany began to 
sell her “Americans” in June, 1914, and near- 
ly brought on a panic in New York by this 
selling. Subsequently she sold through Hol- 
land and Switzerland, continuing to offer 
us her stocks and bonds up to the closing 
of the war. Holland sold too, as she had 
been at times a large owner of speculative 
stocks and bonds. France had been more 
of a lender to other countries than to the 
United States, and so what she was able to 
realize on American securities in order to 
liquidate her war bills was small. It was 
estimated before 1914 that we paid Europe 
$125,000,000 a year in interest on the vari- 
ous securities of American origin which 
were held abroad. This was one of the 
largest items in the so-called “invisible” 
trade balance. While it is true that rather 
large purchases of “Americans” have been 
made for foreign account at times since the 
armistice, the depreciation in the exchanges 
has greatly restricted the movement of for- 
eign capital this way, and it has only been 
when serious political crises in England and 
France have arisen, and when Germany 
felt the acute effect of utter devaluation 
of the mark, that foreigners have entered 
the American investment field. There was 
a great wave of such buying, for instance, 
last autumn by Holland and Switzerland, 
foreshadowing political and economic chaos 
in Germany and later by London through 
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fear of a capital levy following the election 
successes of the Labor Party, The aggre- 
gate of all of these purchases, however, 
would be small compared with the sales 
made when Europe was being bailed out 
of its American issues in the first two years 
of the war. 


N the other hand, we have witnessed 

a huge investment on the part of the 
United States in European government bonds 
and in the obligations of European cities, 
departments, railroads, steel plants, steam- 
ships, docks, banks, real estate, water power 
concerns and manifold manufactures, The 
sum of the investment in all these is nearly 
$1,250,000,000, on which the average rate 
of interest is about 6 per cent. It is to 
be remembered that a rather large propor- 
tion of the American securities held abroad 
in 1914 made no return to the investor, 
either in dividends or interest, while prac- 
tically all of the foreign bonds held here 
today not only are paying interest but in- 
terest at very high rates, the French, Bel- 
gian, Swiss, Scandinavian, central European 
and most of the south and central American 
loans carrying an 8 per cent coupon, many 
others 6 per cent to 7% per cent, and even 
Great Britain and Canada’s loans 5% per cent 
for part. 

The actual earning power, therefore, of 
the $2,000,000,000 or more loaned by the 
United States to foreign governments, mu- 
nicipalities and corporations is probably as 
great as that on twice the investment which 
Europe held ten years ago in American 
securities. If Germany had played fair with 
those to whom she sold her now worthless 
obligations in the form of currency and 
municipal and industrial bonds, there would 
have been $750,000,000 to draw interest, say 
at 4% per cent, adding over $30,000,000 per 
annum to the income of American investor. 
Never in the history of the world has an 
investment shown such a percentage of 
loss as that which the gullible American 
placed in Germany. 

In 1908 I made some original investiga- 
tion of the sums of money which were then 
being remitted to Europe by aliens and found 
them to reach an aggregate of $225,000,000. 
At that time we were receiving into this 
country annually over 1,000,000 immigrants 
from Italy, Russia, the Slavic countries, as 
well as from Germany and the British Isles. 
It is now estimated that $350,000,000 a year 
is sent abroad to assist the families of those 
who have taken their residence here, or to 
establish a fund for the purchase of prop- 
erty or a competency on which the remit- 
ter may retire in the course of time. As 
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an offset there is said to be $60,000,000 
brought into the United States every twelve 
months in the pockets of those arriving. 
However, we are a generous and a charita- 
ble country, much more so now than before 
we obtained a world vision from the war, so 
we remit through various missionary boards, 
relief organizations, etc., from $75,000,000 
to $100,000,000 each year to all parts of the 
world where there is need of Christianiz- 
ing influences and of material assistance. 


$500,000,000 a Year for 
Pleasure 


| ip 1908 one could go abroad for six weeks 
or two months and have a satisfactory 
trip for $500 to $750. I traveled six weeks 
in 1906 for less than $400. This was the 
period of lowest living costs known to this 
generation. But foreign travel had not 
then been developed to the extent that it has 
since been, and only $100,000,000 to $150,000- 
000 was being spent annually in excursions 
to England and the Continent. Last year, 
however, the Department of Commerce fig- 
ures indicate that $500,000,000 was the 
amount which Americans appropriated to 
the uses of pleasure and purchases beyond 
their boundaries. The Mediterranean 
cruise, the “around-the-world” trip, the 
excursions to the West Indies and through 
the Panama Canal are all post-war stimu- 
lants of the most delightful life imaginable— 
that of comfortable itinerancy. Say we 
spent $100,000,000 in 1908 in foreign travel. 
In 1923 foreigners spent a similar sum in 
visiting the United States. A great deal 
of this represents the crossing of the frontier 
of the Canadian in his automobile, though 
since America became the most powerful 
and most influential nation on earth people 
from England, France, Scandinavia, South 
America, Japan and China have come to 
visit and to study her as never before. Our 
colleges have had a greatly increased en- 
rollment of foreign students, all of whom 
draw on their home bank accounts for tui- 
tion and living costs. 

In 1908 our “invisible” items affecting the 
foreign trade balance were, roughly, $500,- 
000,000. Last year they were over $1,000,- 
000,000. 

We will go on traveling abroad in ever- 
growing numbers, and the toll of the tour- 
ist abroad is not likely to lessen. Immi- 
gration, on the other hand, is being reduced 
so rapidly under legislation that not much 
annual increase is to be anticipated in re- 
mittances, and it is a fact that, as the for- 
eigner becomes longer established here, he 
sends less to his home country. I should 
expect, therefore, some reduction in the 
alien’s remittance, especially as economic 
conditions show improvement. We will have 
less need to help the foreigner as he has 
opportunity to help himself. Russian, Ger- 
man and Armenian relief quotas are bound 
to decrease in the next few years. Mis- 
sionary quotas will increase. We seem just 
now to be on the eve of another great move- 
ment toward foreign investments, and I 
believe that in the next three years we will 
double our holdings in foreign government, 
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STATEMENT OF CONDITION 
At the close of business, March 31, 1924 


Loans and Discounts 


U. S. Bonds and Certificates... .. 


Other Bonds and Investments 
Banking House 


Customers’ Liability account of Acceptances 
Cash, due from Banks and U. S. Treasurer 


Interest earned 
Other Assets 


Capital Stock 

Surplus 

Undivided Profits 

Reserved; Taxes, etc. 

Unearned Interest 

Circulation 

Acceptances 

Other Liabilities 

Deposits, viz. : 
Individuals 


Banks...... 


United States 


$91,015,853.23 
14,096,462.50 
7,643,202.54 
500,000.00 
6,712,462.65 
32,635,314.84 


339,240.53 
148,073.65 


$154,090,609.94 


22,082,339.82 
534,095.42 


$88,679,826.50 
31,967,653.78 
121,421,480.28 


$154,090,609.94 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD—100% MODERN 
Seeking New Business on Our Record 


THE _ 
HEMICAL 
NA T IONAL. 

BANK 
OF NEW YORK 
Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 
FIFTH AVENUE AT 29th STREET 


municipal and corporation bonds. Mean- 
while, with a return of sterling to normalcy, 
there will be renewed buying of Ameri- 
can securities by the English investor, who 
knows a great deal about our railroads and 
public utilities and wants to have some 
part of his capital abroad, because of the 
haunting fear that a capital tax may some 
day be levied on him. Holland and Switzer- 
land will also buy freely. Dollar for dollar, 


the foreigners will remit more in interest 
to us in payment of carrying charges than 
we will remit to them. And I believe we 
will buy more of his bonds than he buys 
of ours. So the item of “use of capital” 
will grow in our favor. This is likely to 
be one of the outstanding changes when the 
balance sheet of the country’s visible and 
invisible trade balance is cast up from now 
on. 
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State Banks Uphold Federal Reserve System 


N inquiry conducted by the State 

Bank Division of the Americ2n 

Bankers Association to sound out 

the sentiment of the state banks 

on the Federal Reserve System discioses 

that the state banks, the majority of which 

are not members, have a high regard for 
the system. 

Responses to a questionnaire distributed 
throughout the United States disclosed that 
an overwhelming number believed the sys- 
tem had been beneficial to the “agricultural, 
commercial and banking interests of the 
country” and should be perpetuated. Al- 
most as many banks declared that they 
would join the system if their failure to 
take out membership should “contribute to 
the destruction of the system.” 

The somewhat startling revelation was 
made that, despite the widespread agitation 
for interest on the daily balances, only one 
bank in nine still believed that the Fed- 
eral Reserve system should pay interest 
on these reserves. Those who have been 
clamoring for exchange on the collection 
of cash items and for a share in the sur- 
plus earnings of the Federal Reserve sys- 
tem above the 6 per cent dividends were 
found to be in the minority. 

The views of state bankers, in various 
parts of the country, were laid before the 
Spring Meeting of the Executive Council 
at Augusta by John D. Phillips, President 
of the State Bank Division. 

He informed the Council that the division 
had sent out a questionnaire to more than 
11,000 state banks with the view to ascer- 
taining the feeling toward the Federal Re- 
serve System, with a letter from the Presi- 
dent of the Division explaining the reasons 
for the questions. 


469N reply we received 4939 answers,” 

Mr. Phillips said. “We received even 
more than this number, but there were that 
many questionnaires, together with many in- 
teresting letters and many angles of the situ- 
ation were presented too numerous to men- 
tion. Some of them were humorous, some 
most pleasant and helpful. 

“Up to the present time we have not had 
time to tabulate all of the answers. Mr. 
E. E. Crabtree, chairman of the Committee 
on the Federal Reserve system, however, 
took seven different states and made a tabu- 
lation of them, One state was in the East, 
one in the West, North, South, and others 
in the interior. He thus picked out repre- 
sentative states as best he could. 

“There were two questions asked. Ques- 
tion No. 1 read: ‘Do you believe that the 
Federal Reserve System has been beneficial 
to the agricultural, commercial and banking 
interests of the country, and that it should 
be perpetuated ?’ 

“Question No, 2 read: ‘If your not being 
a member should contribute to the destruc- 
tion of the system, would you join?’ 

“In reply to question No. 1 the tabulation 
I have made of the whole number of an- 
swers (and this, of course, does not include 
the letters that had no answer specifically 


to this question) indicates that there were 
1101 that answered without comment both 
questions ‘yes.’ They believe that it has 
been beneficial to these different interests. 
Just 61 voted ‘no.’ 

“Taking those questionnaires that had 
comments of all kinds there were 2923 on 
the first question that voted ‘yes,’ making a 
total of 4024 voting ‘yes’ out of 4939. It 
does not look as though the Federal Re- 
serve Bank was in so bad after all, but of 
course if you would read some of the let- 
ters you would think it was going to the 
bow-wows pretty fast. 

“There were 1101 that voted ‘yes’ on the 
first question without comment. On the 
second question there were 664 voted ‘no’ 
without comment. In the tabulation there 
was a total of 2876 who voted ‘yes’ and a 
total of 725 who voted ‘no’.” 

Mr. Phillips stated that other questions 
had been asked, and he recited what a 
check-up on a few other pertinent matters 
had _ revealed. 

Out of 4939 there were 515 that think 
they ought to have interest on daily bal- 
ances, and that is all. 


(<9 HOSE who think they ought to kave 

a share in the surplus earnings of the 
Federal Reserve Banks over and above the 
6 per cent allowed by law, number 188. I 
think there would be more possibly if there 
were more members belonging to the Fed- 
eral Reserve Banks. Of course there are 
a great many of the state banks who do 
not belong. 

“Now here is the thing that we have all 
been scrapping about a good deal—the 
question of exchange, that. terrible question 
of exchange! Out of these 4939 banks 
there are 212 of them that want exchange 
on cash items. 

“In my judgment, the Federal Reserve 
System of the United States is the best 
financial legislation ever placed upon the 
statute books of any nation in the world. 
It is true that a number of politicians and 
others for the sake of making votes or for 
other reasons have maliciously, villainously 
and libelously attacked the Federal Re- 
serve System; others have ‘passed the 
buck’ and, by so doing, have created a 
prejudice in the minds of the people in 
certain sections of the country against the 
system. It is true that errors of adminis- 
tration have crept in here and there and 
that bad judgment has been used by some 
of the officers and employees of the differ- 
ent banks which have reacted to the disad- 
vantage of the system itself, but we have 
no more right to charge those offenses 
against the Federal Reserve System than we 
have the right to charge the Church with 
the misconduct of some of its members.” 

Mr. Phillips read to the Council some of 
the criticisms and comments that had been 
made in the responses to the questionnaires 
from the banks in these seven representative 
states. Some of these were: 

1. The system is thought necessary, but 
not popular, and needs modification. 


2. Want interest on daily balances. 
3. Object to the coercive par collection 
system. 


4. Consider it under political domination 
or partisanship influence. 


5. That the System is making too much 
profit. 

6. Want a greater division of the profits 
among the members. 

7. The System can do nothing for the 
small banks that the city correspondent 
cannot do, and it can be done easier with 
the city correspondent. 


8 Object to what they call coercive, dic- 
* tatorial, redtape methods which do not 
gather friends. There was a good deal of 
talk along these lines and some very strong 
letters criticising the things that had been 
done by the officers of the different Federal 
reserve banks during the time there were 
some coercive methods that we must all ad- 
mit; simply errors in judgment on the part 
of some of the officers of the banks. 


9. Many object to the expensive build- 
ings erected for the various banks. 


10. Feel that it is extra work and extra 
expense, and no returns. 

11. It is a city banker’s bank and not a 
country banker’s bank. 


12. Satisfactory, no complaints. 

13. Complaints, but not subject to analysis 
14. Members once but withdrew. 

15. Members, but not satisfied, 


16. Complaint against fifteen-day paper, 
or paper not eligible, or direct borrowing 
privileges not useful. 

“The Committee proposes to go on with 
this work under the direction of Chairman 
Crabtree,” Mr. Phillips continued. “When 
he concludes his charting over every one of 
those questionnaires, it will be possible to 
know exactly just what the country banks 
(at least the 45 per cent which answered 
this questionnaire) think about the Federal 
Reserve System and undoubtedly it will be 
of great benefit to those who are interested 
in the System and in the perpetuation of it. 
It might be of some benefit to those that 
are operating it. I have no doubt but what 
it will be.” 


Congressional Committee to 
Report in June 


HE joint Congressional Committee, ap- 

pointed by the last Congress to investigate 
why eligible state banks and trust companies 
fail to join the Federal Reserve System, will 
be required to report its findings before 
June 30. 

The time for the submission of the report 
has been extended, but it will be compelled 
to render its findings before that date. The 
House members of the committee made a 
tour of the Middle West and South last fall 
to get first hand information, and subsequent- 
ly held hearings in Washington. 
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In personal service 


to travelers - 
Ties the ExtraValue of American 
Express Travelers Cheques 


N the personally helpful Travel Service which your depositors re- 
ceive when they carry American Express Travelers Cheques often de- 
pends the success or happiness of a journey. 


Practically all bankers take pleasure in recommending American Express 
Travelers Cheques to their patrons who are going abroad. But the ca- 
pacity of the American Express Company to serve the holders of its 
Cheques here in the United States, as well as abroad, is not so fully un- 
derstood. 


The American Express Company is in the travel and tourist business. 
To make it possible for travelers to enjoy traveling more is its first con- 
sideration. It represents all steamship companies, railroads, and hotels. 
Its offices are centers of travel information. Its advice and suggestions 
are competent and helpful. 


It is essentially a travelers’ company, maintaining fully equipped travel 
offices in the larger cities. These, in addition, are supplemented by 26,- 
700 local Express Agents. Your patrons carrying American Express 
Travelers Cheques are their customers. To a stranger getting off the 
train, to a motorist passing through, to a woman traveling alone, or with 
children, these express agents are friends at hand. They are often lo- 
cated where there is no bank. They cash cheques when most places are 
closed. They can secure quick relief if cheques are lost or stolen. Their 
work necessarily makes them the best informed men of the neighborhood. 
They know roads, distances, and can point out restaurants and hotels to 
fit the purse. They are familiar with the town’s history, with the inter- 


esting places to visit, and with the local by-law and speed pitfalls—and 
they are always on hand. 


When, through your teller’s window, you equip your best depositors or borrowers 
with American Express Travelers Cheques—even if it is only for a brief motor trip, 
a rail journey, for a short stay at some resort, or for a plain business trip — you 
automatically place at their disposal the friendly, helpful, Personal Service of the 
American Express—everywhere. 


The policy of our advertising is to direct travelers to the 17,000 banks selling Amer- 
ican Express Travelers Cheques. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 


: 


> 
| OOS 
ODO 


Public Men in the Public Eye 


© Harris & Ewing 


Harlan Fisk Stone, the New Attorney 
General 


ARLAN FISK STONE, successor 
to Harry M. Daugherty as Attor- 
ney General of the United States, 

has quietly assumed the duties of the new 
office and is getting accustomed to his new 
job of directing the administration of the 
Department of Justice. 

Irwin B. Laughlin of Pittsburgh has been 
named by President Coolidge to be Minister 


How State 


66 OR several years the State Secre- 

taries’ Section has been trying to 

induce the Income Tax Dixision of 

the Treasury Department of the United 

States to issue a special form for the use of 

banks in making income tax returns, but 

always without success.” Mrs. Helen M. 

Brown, of Detroit, secretary of the State 
Secretaries’ Section, reported. 

“During this fiscal year an Auxiliary In- 
come Tax form, particularly applicable to 
the banking business, was prepared and it 
was intended that this supplementary form 
should be attached to Government Corpora- 
tion form 1120, which would have greatly 
simplified the work of preparing returns. 
Although we were given every reason to 
believe that the Bureau of Internal Revenue 
would approve such a form, after numerous 
delays and promises extending over a period 
of several weeks, we were finally informed 
that the bankers would be required to file 
form 1120, filling in all schedules and supply- 
ing all data called for thereon, so the entire 
matter was abandoned. However, we are 
going to try again to get some sort of special 
form for the banks and are now laying our 
plans toward that end. 


Travelers Cheques Liability 


or has come to our attention that among 
the many banks issuing Travelers 
Cheques, each has a different form of trust 


© Harris & Ewing 


Irwin B. Laughlin, the New Minister 
to Greece 


to Greece. With his appointment, full diplo- 
matic relations with that country were re- 
sumed after a lapse of nearly four years. 
Mr. Laughlin has been in the diplomatic ser- 
vice more than 20 years, beginning as pri- 
vate secretary to the Minister to Japan in 
1903. Greece is reported to be hopeful that 
a loan can be floated in the United States. 
Perhaps the most discussed diplomat in 


© Underwood & Underwood 
Masanao Hanthara, Ambassador from 
Japan 


Washington is Masanao Hanihara, Ambas- 
sador from Japan. His letter to Secretary 
of State Hughes, expressing the opinion that 
“grave consequences” would follow if the 
immigration bill excluding Japanese from 
this country were passed, acted as a spur to 
the Senate to abrogate the “gentlemen’s 
agreement.” Mr. Hanihara later explained 
that he intended no threat. 


Associations Are Helping Banks 


receipt, some of which make the signing 
bank absolutely responsible for these cheques 
in the event of burglary or robbery. The 
insurance companies do not acknowledge 
liability for loss which may occur by 
negotiation of stolen cheques and we have 
therefore suggested to General Counsel 
Thomas B. Paton the advisability of draw- 
ing up a form of receipt which may be used 
uniformly; which will be definite as to the 


liability of the signing bank and which can 
be recommended for general use. 


Treasury Certificates Sales 


66 FTER a tremendous campaign ini- 
tiated by banker associations in the 
Northwest, the Treasury Department has 
finally yielded and withdrawn from sale in 
the Northwest the new Treasury Savings 
Certificates selling at $80 and maturing, 
plus $20 interest, in five years or repayable 
on ten days’ demand at 34 per cent. The 
information has gone out concurrently, that 
these certificates are still obtainable from the 
Treasury Department on request and the 
certificates are still selling outside of seven- 
teen designated states, They should be entire- 
ly and permanently withdrawn everywhere 
and for all time. 
“There is no reason why the United States 
Government should pay over 314 per cent to 
334 per cent for funds at this time with the 
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commercial paper rate 444 per cent to 4% 
per cent. There is no warrant for the Treas- 
ury Department setting up an engine of com- 
petition against the American individual 
banking system. Efforts to reduce the time 
money rates and eventually the local loan- 
ing rates are indefinitely postponed, if the 
banks must meet the Treasury’s offer of 
these certificates which yield better than 5 
per cent when tax exemptions are taken into 
consideration. The Treasury’s argument that 
it is merely selling securities is beside the 
mark, 

“It is competing with the banks. Its 
argument that it is merely promoting thrift 
is trifling. Thrift is and always has been 
the work of individual banks. The United 
States Treasury’s contribution thereto is 
negligible. The United States Treasury is 
not a thrift institution. In the Northwest 
we have the spectacle of new credit ma- 
chinery being rushed to the rescue with the 
indorsement of the Government, while a 
division of the Treasury Department was 
sucking the funds out through the Treasury 
Savings Certificates and the Postal Savings 
Banks. 

“We believe the American Bankers Asso- 
ciation should use its good influences with 
the Government and the Treasury Depart- 
ment to bring about a general stoppage of 
the campaign for the sale of these certificates 
in all the states.” 
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In planning your travels 


~accept the experienced cooperation 
of American Express 


In planning to travel—where to go is often as much of a problem as how to go. 


The ‘where to go’ suggestions given below are selected from the Spring and Summer 
offerings of the American Express Travel Department, and may be of assistance in 
helping your decision. 


As official agents for all steamship lines, carrying in the United States complete 
issues of foreign railroad tickets, representing directly the best hotels, maintaining 
its own courier system, and with its own offices at principal travel centers, the 
American Express Travel Department is also well equipped to carry through your 
travel requirements. 


Whatever your travel thoughts may be—a journey for you or your family—a busi- 
ness trip—vacations for members of your staff—a cooperative planning in advance 
by our trained travel men will make your travels easier and pleasanter. 


The booklets listed are most carefully prepared—they are interesting and informa- 
tive. Write for the ones which appeal to you. Or, if your personal ideas of 
where to go are not covered in this list, American Express Travel Department 
will gladly give you all literature and experienced suggestions applicable to your 
personal wants. It will help you make your own itinerary and relieve you of all 
material detail in preparing for the trip—securing your tickets, hotel reserva- 
tions, etc., etc. 


lined in Independent European Tours here de- 
scribed. Complete information in booklet “The 
American Traveler in the Far East.” 


6. SOUTH AMERICA—Independent—Itiner- 
aries, sailing dates, carefully compiled local in- 
formation. Suggested itineraries compiled in 
booklet “American Traveler in South America.” 


7. HAWAII, ALASKA, NATIONAL PARKS, 
CANADIAN ROCKIES, GREAT LAKES, ST. 
LAWRENCE AND SAGUENAY—Unusually at- 
tractive American tours skilfully arranged for 
either long or short vacations. If interested in 
small party travel with escort, send for book- 
let “Escorted Summer Tours.” If you prefer to 
select your own routes and accommodations, 
helfpul suggestions are contained in booklet 
“Summer Vacations 1924.” 


8. BERMUDA — WEST INDIES — Pre- 


1. EUROPE—Escorted Tours — First-class 
accommodations, limited select parties. De- 
parture dates, prices and comprehensive itiner- 
aries described in booklet “Europe 1924.” 

2. EUROPE — Escorted — Moderate price 
tours fully described in booklet “Special Sum- 
mer Tours to Europe.” 


3. EUROPE—Independent Tours Without 
Escort—Visiting countries of your choice, the 
steamers you prefer, your own selection of 
hotels, stopovers according to your pleasure, 
and arrangements and reservations made for 
you in advance. This service is described in 
booklet “American Europe— 
1924.” 

4. CHINA, JAPAN, PHILIPPINES, FAR 
EAST, AROUND THE WORLD—Escorted 
Tours — Limited select parties, convenient de- 
parture dates, carefully planned itinerary, all 


Traveler in 


described in booklet “The Far East and Around 
the World.” 


5. CHINA, JAPAN, PHILIPPINES, FAR 
EAST, AROUND THE WORLD—Independent 
Tours—Details arranged in advance, wide choice 
of accommodations and countries visited as out- 


arranged inclusive expense tours—frequent sail- 
ings. 

9. STEAMSHIP BOOKINGS—Impartial ser- 
vice over all lines. For sailing dates, ports of 


call, tonnage and other steamship information, 
send for booklet “Ocean Sailings.” 


American Express Co. 


65 Broadway, New York 
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OFFICES IN ALL PRINCIPAL CITIES 
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Pall Mall Office 
London 


Guaranty Service in Europe 


it tay Company has branches in London, Paris, 


and other 1 important cities in Europe. 


“City” 


The 


Office in London was established more 


than a quarter of a century ago as the pioneer 
among American banks in England. 


These branches—American banks conducted on 
American lines—afford to our correspondent banks 
and their customers the advantages resulting from 
intimate knowledge of both European and 


American business. 


Our booklet, « Specialized Service 
to Banks,” will be sent on request. 


Guaranty ‘Trust Company. 
of New York 


NEW YORK 
LIVERPOOL 


LONDON 


New Magnets 
(Continued from page 742) 


is necessary and that business itself with 
customary thoroughness should do the job.” 


Fraud Estimate Inflated 


ad 4 HE statement that the American public 
loses a billion dollars a year through 
the sale of fraudulent securities is an exag- 
geration,’ George W. Hodges of Remick 
Hodges & Co. of New York City asserted 
during his presentation of how the savings 
dollar may be protected from dishonest spec- 
ulators. 

“News columns and other articles fre- 
quently state that so many millions a year 
are stolen from the people of this country 
by means of fraudulent stock promotions 
and the bucket shops,” Mr. Hodges said. “I 
do not believe that any one has ever been 


HAVRE 


PARIS BRUSSELS 
ANTWERP 


able to make an intelligent estimate of 
the correct amount. The first figures ever 
given, to my knowledge, were issued by 
the Treasury Department during one of its 
Liberty Loan campaigns, to the effect that 
$500,000,000 a year was the amount stolen. 
Within the last year or so this amount has, 
in unofficial guesses, grown to $750,000,000 
and later to $1,000,000,000. My own im- 
pression is that the amount of dollars actual- 
ly lost is very much less. 

“It is possible that the amount of par 
value of fraudulent stock offered to the 
public may equal one or the other of these 
guesses, but I think the fact is overlooked 
that many of these fraudulent stocks of a 
dollar par value are sold at ten cents or 
five cents per share, or, in some cases, even 
at one cent per share, while in many other 
cases $1,000,000’s worth par value of stock 
may be offered and after perhaps $100,000’s 
worth has been sold the campaign may be 


stopped and the balance never offered to 
the public. 

“Evidence of the correctness of this theory 
may be found in an inspection of the vol- 
ume of legitimate securities sold during the 
year 1923. Tabulations made by the Stand- 
ard Statistics Bureau show that the aggre- 
gate sales for the calendar year 1923 of 
stocks, bonds and notes of railroad, public 
utility and industrial corporations aggre- 
gate $3,600,000,000, while the sales of bonds 
by states and municipalities, not including 
short time notes issued in anticipation of 
taxes, aggregate $1,100,000,000, or total sales 
of legitimate securities of $4,700,000,000. To 
those of us who are familiar with security 
markets it seems incredible that an amount 
of fraudulent securities can possibly have 
been sold in this country which would absorb 
a sum equivalent to 20 per cent of that real- 
ized for the legitimate securities. Let us 
not be misled by careless estimates issued 
frequently as propaganda by people who are 
much more interested in making their state- 
ments dramatic than accurate.” 


Why Losses Occur 


ETTING up a balance sheet to analyze 

why losses are sustained, Mr. Hodges 
recited that the items in the cause column 
would be: Lax incorporation laws, ignorance 
of victims, avariciousness of victims, and 
lack of knowledge of facilities for obtaining 
information in regard to securities. In the 
solution column he had the items of educa- 
tion and protection. 

Mr. Hodges said that every corporation 
doing business should be required to file a 
complete statement of its activities annually 
and urged the revocation of charters of cor- 
porations which are not doing business. 

“The public must be impressed with the 
absolute necessity on its part of requiring 
independent proof of the statements made 
by security salesmen, or, more important 
perhaps, independent proof of the absolute 
integrity of the houses represented, before 
purchasing the securities offered,” Mr. 
Hodges said. 

“Adequate enforcement” of existing fraud 
laws, amended where necessary to give 
added power, is the way to a practical so- 
lution of the fraudulent securities problem, 
he concluded. 


Direct-by-Mail Aids 


pers possibilities of direct-by-mail adver- 
tising, as a means of building up savings 
accounts, were treated by Roy C. Van Den- 
bergh, vice-president, The Savings Bank of 
Utica, N. Y. He described the methods 
used by his bank in Utica, a city of about 
105,000, and told the conference that, while 
the same plan and material might prove 
successful in one community, it would fail 
in another. 

The advantage of the direct-by-mail plan 
is that the message is carried directly and 
privately to the exact person to whom it is 
intended, he said, and thus, to a reasonable 
extent, assures his attention. Because it per- 
mits of a more definite and more personal 
contact than any form of general advertsiing, 
it may be used with effect by a bank. 

Reviewing some of the methods used, Mr. 
Van Denbergh said that the mortality in 
mailing lists—no matter how carefully ob- 
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tained—was great. After much experience 
he said that his bank had eliminated blot- 
ters and calendars from special mailing lists, 
but used both as enclosures in general cor- 
respondence. “As between folders and maga- 
zines on the one hand and letters on the 
other, our choice is in favor of the letters, 
with perhaps an occasional enclosure of 
some kind of literature containing a thought 
which we wish to call to the special atten- 
tion of the person addressed,” he continued. 
“The letter is much more personal and as- 
sociates the message much more closely 
with each individual.” 


The Eight Points 


UMMARIZING the conclusions reached 
in Utica as a result of three years’ ex- 
perience, Mr. Van Denbergh said: 

“The size of the town has a good deal 
to do with the kind of mail advertising used. 

“Any material mailed should be mailed 
to the house and not to the office. 

“Direct-by-mail advertising is expensive. 
If it is to be used on a large enough scale 
to get results, it must have a department 
of its own, properly equipped mechanically 
and with sufficient help to keep the work 
strictly up-to-date. 

“It is absolutely necessary to know whether 
your message is reaching its destination, as 
otherwise you are wasting time and mate- 
rial, both of which cost money. Therefore, 
see to it that return postage is guaranteed 
on every piece of mail sent out. 

“Much better results are obtained by 
sending literature to the people whose mail 
box is not already stuffed at every mail de- 
livery. Well selected material mailed to 
the home of a foreign family will get far 
more attention because mail there is rare, 
and a message from the bank is always re- 
ceived with respect. 

“It is easier and more profitable to care 
for the living accounts and so prolong life 
than to attempt to resurrect the dead. 

“We much prefer direct advertising when- 
ever possible by personal contact, through 
visits of school classes to the banks, talks 
to school classes, instruction in home eco- 
nomics by our director of the Home Sav- 
ings Department. 

“We shall carefully scrutinize any new 
form of direct-by-mail advertising plan.” 


The Appeal of Novelties 


Ere desire to save may be awakened by 
the use of novel advertising devices, 
George W. Felter, president, Greenpoint 
Savings Bank, Brooklyn, declared, in urg- 
ing savings banks to be “go-getters instead 
of stay-comers.” He discussed the distri- 
bution of blotters, pencils, thimbles, money 
barrel banks, calendars and thermometers 
as means of attracting savings. The dis- 
tribution of a large quantity of pay envel- 
opes to factories near the bank brought a 
ready response, he said. 

One authority estimates that America 
spends over $30,000,000 annually in novelty 
advertising, Mr. Felter told the conference. 
He urged experimentation with the novel- 
ties, stating that what might succeed in one 
community would not necessarily bring suc- 
cess in another. When the public tires of 
any particular form of novelty, it is time 
to effect a change, he added. He expressed 


FURNITURE 


FrroM Michigan’s extensive hardwood forests is annually 
cut millions of feet of lumber which is made into beautiful 
Skilled workers populating scores of small as well 
as large cities are employed in this vast industry. 
It is estimated that the furniture output of Michigan last 


year was worth approximately $53,851,000.00. 
tify homes and offices in every part of the United States. 


furniture. 


Furniture is but another of many business reasons why your 
bank should have the best connection obtainable through which 
it may serve your customers efficiently throughout the Great 


Lakes Region. 


FIRST NATIONAL BANK 


DETROIT 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


the opinion that novelty advertising was 
capable of “indefinite expansion” and paid 
well. He continued: 

“Banks that have tried novelty advertis- 
ing have found that it has paid in an increase 
in depositors and an increase in the size 
of deposits among old depositors. Those 
banks which have not taken up novelties 
cannot fail to have observed the marked 
progress of the banks that have shown the 
spirit of adventure, and they must also have 
noted that neighboring banks perhaps com- 
mercial institutions with their interest de- 
partments and their promise of 4 per cent, 
have secured the very people who should be 
depositing in a savings bank. To those who 
have not yet tried the experiment, let us 
say it will pay them to study the records 
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of banks which have caught the alert spirit 
of the times.” 

E. B. Coll, president, Farmers Deposit 
Savings Bank, Pittsburgh, discussed news- 
paper and out-of-door advertising. He com- 
manded the interest of the conference when 
he told how the radio had been used in 
Pittsburgh to broadcast economic truths, and 
how these talks through the microphone, 
while not of an advertising nature, had 
brought business to the bank. 


Christmas Clubs Grow 


EPOSITS in Christmas Clubs are in- 
creasing at the rzte of $25,000,000 to 
$30,000,000 a year, and 600,000 to 700,000 
more persons will receive their checks from 
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ANNOUNCING 


se the opening of the new 
twenty story office building 
and banking home of 


“we UNION TRUST co. 


Cleveland. 
cA bank as big as your Future 


RESOURCES OVER TWO HUNDRED SEVENTY MILLION 


this class of savings next Christmas than last, 
A. S. Van Winkle, president, Empire City 
Savings Bank, New York, estimated. 

“The Christmas Club has overcome the 
feeling of fear that thousands of people 
had at one time of entering a bank,” Mr. 
Van Winkle said. “They feel a little dis- 
comfiture and uneasiness that they might not 
do the right thing at the right time; they 
are in the habit of looking upon a banking 
institution as a rich man’s club and enter- 
tain the idea that they will be unwelcome 
unless they have a large deposit to make. 

“We can all remember how we hesitated 
about lowering our dignity to the extent 
of accepting these penny accounts. Indeed, 
when the idea was first adopted some fif- 
teen years ago by a few far-sighted bank- 
ers the majority were inclined to think of 
it as a sort of trading-stamp plan, which 


would not only cheapen the bank, but which 
would tend to undermine the whole basis 
of thrift and savings. Now there is no 
doubt whatever that their fears have proved 
groundless.” 

Mr. Van Winkle estimated that the total 
Christmas Club deposits throughout the 
country last year aggregated $250,000,000, 
of which 25 per cent to 30 per cent was 
re-deposited. 


Broadcasting Sound Facts 


es savings bank is the logical leader 
of economic thought in the community 
and the rightful broadcaster of economic 
knowledge, Orrin C. Lester, Director of 
Business Extension, Bowery Savings Bank, 
New York, told the conference. It stands, 
first of all, for the principles of systematic 
saving of money, for the protection of the 
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people’s savings against the hazards of loss, 
and for helping to finance worthy projects 
in the interest of the public good, he said. 

Recounting that Americans had been called 
a “nation of economic illiterates,” Mr. Les- 
ter commented that he didn’t know whether 
this reputation was deserved or not, but said 
that “we at least cannot boast of a high 
average of economic sanity.” He indicted 
American education for its “gross neglect” in 
not having injected before now into its 
courses of study the primary principles of 
usable economics as part of the education 
of American children, and appealed for 
something that would teach the growing 
child how to manage its own financial affairs 
and how to use its money without wasting it. 

One of the great opportunities that a sav- 
ings bank has is to spread helpful economic 
knowledge. Mr. Lester said that he looked 
upon industrial savings as a “medium of 
cooperation between the firm and the bank 
for the enlightenment of the masses of 
employees in the larger problems of the 
business of living.” Banks can spread this 
knowledge through the lists of their own 
depositors, “if we will quit moralizing with 
them about their economic shortcomings and 
begin to help them with their economic 
probléms.” The opportunity of reaching 
people through their homes is open to every 
bank, Mr. Lester continued, adding that 
“there is no place where the practice of 
sound economy is more universally ne- 
glected.” 

“To increase the economic sanity of the 
people of this country; to get them to think- 
ing about their future in terms of their 
present earnings; to spread the economic 
knowledge that people must have in order 
to succeed in managing their affairs is as 
much the business of the savings banks as 
to bring together and protect the peoples’ 
savings,” he declared. 


Do Employee Contests Pay? 


Hiner question of whether employees new 
business contests pay was discussed by 
Edwin Baxter, vice-president, Cleveland 
Trust Company, Cleveland. 

“The product of bank employees’ business 
contests is dollars in new accounts,” he said. 
“The by-product is esprit de corps in the 
organization. Some of wus may doubt 
whether the new business produced is profi- 
table, if all the cost in money, time and 
energy are truly valued and taken into ac- 
count. Most of us who have been through 
the mill, however, will agree that the by- 
product is unquestionably valuable.” 

Mr. Baxter advised against the under- 
taking of a new business contest unless the 
bank had won some measure of unforced 
loyalty on the part of its employees. The 
staff, he added, must feel some pride in its 
employment beyond the pride in the pay- 
envelope or mere white collar pride if the 
drive is to be successful. 

“Whether the new business secured is 
worth the price paid for it depends entirely 
on whether the employees have learned how 
to sell the services of their bank,” Mr. Bax- 
ter said. “It must be admitted that many 
of the deposits secured come from persons 
who are either undersold or oversold. In 
many cases they have simply parted tem- 
porarily with a sum insignificant to them, 
deposited to avoid further importunities or 
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to gratify cheaply a nice young man or 
young woman. Such deposits may mean 
absolutely nothing but the expense of a 
wasted pass-book and ledger card, besides 
the time of the new account teller and 
soliciting employee. They may never show 
a second deposit, and the initial deposit 
may be soon withdrawn. The same may be 
true of a deposit that has been secured 
by overselling ; the depositor may have been 
persuaded to start a savings program which 
he or she cannot hope to maintain, and early 
discouragement will produce an early demise 
of the account. 

“There is always this danger inherent in 
the insistent demand for results in any sell- 
ing campaign. In cities in which one bank 
after another stages a new business con- 
test, there is the further probability that 
multitudes of inconsequential accounts may 
be shifted from bank to bank, as one crew 
after another goes out into the highways 
and byways. 

“But in our own institution test checkings 
from time to time have shown that the 
accounts secured by employees, even during 
campaigns, show little if any greater de- 
gree of mortality or dormancy than the 
general run of accounts secured by all other 
methods or sources.” 

The first of seven annual “booster cam- 
paigns,” conducted by the Cleveland bank, 
he said, produced 4000 new accounts, with 
a total of not quite $400,000. The last 
brought in 9000 new accounts, totaling $3,- 
116,000. 


Reserving the Unseen Dollar 


AYROLL savings—thrift by the reser- 

vation of the unseen dollar—was pre- 
sented to the conference by Henry Bruere, 
third vice-president, Metropolitan Life In- 
surance Company. He said that by and 
large there is unquestionably increasing con- 
fidence among employees in the sincerity of 
the employers’ interest in their welfare, and 
that this was making it more easy for the 
banks to put their industrial savings plan 
into force. He recited that his company 
had written $252,835,000 of group life in- 
surance in 1923, 80 per cent of the cost of 
which had been met by joint contributions 
of employers and workers. 

“Saving at the source by reservation of 
the unseen earned dollar is employed to 
accomplish a variety of purposes,” Mr. 
Bruere said. “It may be used to carry out 
a joint undertaking in thrift between the 
employer and employee. In one case an em- 
ployer may supplement the savings of em- 
ployees by adding to them a _ percentage 
amount, using this contribution to encourage 
sustained saving during a given period. 
Those who withdraw during such periods 
do not share in the employer’s contribution, 
and the part that would otherwise have 
been allotted to them is credited to those 
remaining on the books. 

“Railways, following the example of the 
steel and other industrial corporations, have 
recently in a number of cases purchased their 
shares for employees’ account, accepting pay- 
ment in installments through payroll de- 
ductions. 

“In general, funds accumulated through 
payroll deduction are subject to withdrawal 
on demand, except that uncompleted stock 
purchases are liquidated at the market.. It 
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does not appear that employers’ incentives 
by dollar matching or otherwise are neces- 
sary to encourage savings, where savings 
are made convenient, the custody of funds is 
secure, facilities are provided to make regu- 
larity easy and where withdrawals are not 
restrained.” 


A Successful Plan 


E described the successful “Save at 

the Shop Plan” developed by the Union 
Trust Company of Cleveland. Ten days 
before this plan is put in operation all em- 
ployees receive a letter from the employer 
explaining the plan and urging them to save. 
A week later they receive a letter from the 
bank telling how much may be saved, if 
done regularly. On the payday when the 


Mercantile T; 


Service” 


Departments: Banking Bond Corporation Real Estate Loan 


Safe Deposit Savings Trust 


Nine carefully managed departments insure a complete service 
that is always trustworthy and dependable. Our close associa- 
tion with St. Louis business conditions enables us to render 
reliable assistance to banks, trust companies and individuals 
having St. Louis business to transact. 


Capital Surplus 
Ten Million Dollaws 


-TO ST. CHARLES 


plan is to be put into operation, signature 
cards and payroll deduction authorization 
cards are enclosed in each pay envelope, 
specifying the amount to be deducted. 

The employee fills out the signature and 
authorization cards and returns them to 
the paymaster. Personal solicitation is then 
made by a bank representative to secure ad- 
ditional signatures. There is a steady follow 
up of advertising through posters, payroll 
inserts and similar devices. Very little ad- 
ditional bookkeeping is needed. The pay- 
master makes out duplicate deposit slips, 
covering each authorized deduction. One 
slip is put into the pay envelope in place 
of money deducted and acts as receipt. The 
original deposit slip with the company’s 
check for the aggregate amount is sent to 
the Union Trust Company, where each de- 
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Lake Shore Drive and Upper Michigan Avenue 
CHICAGO 


CHICAGO'S 


WONDERFUL 


HOTEL 


WHEN you come to the conven- 
tion in September, stay at THE 
DRAKE. Quietude amid refined 


book on 
THE DRAKE as the 


ideal convention 
hotel, sent at your 
request. Mention 
Edition “ E.” 


surroundings constantly prevails. 
Although THE DRAKE commands 
an imposing position on the shores 
of Lake Michigan, yet guests are 
only a few minutes away from the 
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posit is credited to the respective individual 
accounts. 

The employees are urged to “Save to Get 
Something,” such as a house, an automobile, 
etc. Records over a period of time show 
that 31.4 per cent of all employees adopt 
the plan on first solicitation. 

“Tt is clear,” Mr. Bruere said, “that effec- 
tive savings plans of this character must 
provide for simplicity of operation, ease of 
withdrawal, direct advice to employee from 
the bank of the state of his account and 
above all regularity of deposit. It has been 


repeatedly demonstrated that all plans lan- 
guish which do not receive periodic stimu- 
lation by spe.:al canvasses or some form ot 
publicity.” 

John F. Tinsley, 


vice-president and gen- 


eral manager, Crompton and Knowles Loom 
Works, Worcester, Mass., spoke on “Suc- 
cess Through Payroll Savings.” 

“We have among employers two extremes 
in regard to so-called welfare or better- 
ment plans; the one which believes in doing 
nothing at all, due to their feeling that such 
plans are unnecessary, uncalled for and not 
appreciated by the working people, and the 
other which believe in carrying welfare 
work to such limits as to be burdensome in 
cost and paternalistic in scope,” he said. 
“Between these two classes come that large 
group of employers who are eager to do 
everything possible for the good of their 
work people, without overdoing it. To the 
employer who is anxious to use his good 
influence to the fullest extent for the happi- 


ness and well being of his employees, a say- 
ings or thrift plan should have a special 
appeal.” 

His company, Mr. Tinsley said, used the 
payroll deduction method, and 60 per cent 
to 80 per cent of the 3000 employees have 
saved through it since its establishment in 
1919, their present deposits amounting to 
$200,000. 

“Once a man accumulates $500 or $1,- 
000, he takes on a new viewpoint of things, 
and one that makes for greater respect 
for himself and better citizenship,” he said, 
“Moreover, once he acquires that new and 
better outlook, he isn’t inclined to part with 
his hard-earned savings either easily or fool- 
ishly. We know that in many cases we 
have made possible the better educating 
of our employees’ children. We know we 
have been instrumental in stimulating our 
workmen to the better furnishing of homes 
and to the building of homes. We know 
that we have enabled them to meet emer- 
gencies which previously would put them 
under a burden of debt through which they 
would worry and struggle for long periods.” 

Myron F. Converse, treasurer, Worcester 
Five Cents Savings Bank, Worcester, Mass., 
discussed industrial savings from the bank- 
er’s viewpoint. 

“In my opinion a savings bank would 
find it profitable to take the initiative in 
establishing in its community the plan de- 
veloped by Mr. Tinsley, or another having 
the same end in mind,” he said. “In Wor- 
cester the banks did not have to make this 
effort, but from the experience in my own 
bank and what I have heard from others, 
it would be a very profitable undertaking 
to become a missionary in the movement and 
undertake to sell the plan to employers of 
labor. 


“The immediate results would be a large 
increase in the number of accounts, a rela- 
tively small increase in volume of deposits, 
and a shrinking in the amount of average 
individual deposits. But gradually these ele- 
ments would change until the business would 
be a remunerative one.” 


Banks Sell Insurance 


ing growth of the insurance written by 
the mutual savings banks of Massachu- 
setts was reviewed by Harry P. Gifford, 
treasurer, Salem Five Cents Savings Bank 
of Salem. Although the Legislature author- 
ized these banks to form insurance com- 
panies for the purpose of writing these 
policies fourteen years ago, Mr. Gifford said 
this had lagged behind until the banks hit 
upon the idea of the ten year policy plan, 
offering $1,000 as the objective and paying 
this sum in case of death. 

By virtue of the fact that the state itself 
pays the salary of the medical director, the 
actuary and other officials, the banks are 
able to sell insurance more cheaply than the 
old line companies. The banks are not per- 
mitted to employ solicitors, however. Massa- 
chusetts is the only state in the union which 
permits banks to form insurance companies, 
Mr. Gifford said. The assets of the banks 
are not liable for the obligations of the in- 
surance companies. 

Service—as a means of banks increas- 
ing their depositt—was discussed by C. 
J. Obermayer, president, The Greater New 
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York Savings Bank, and by Mrs, Allan P. 
Stevens, director, Home Service Depart- 
ment, Maine Savings Bank, Portland. 

“The progressive Savings Bank is the one 
which extends service of every kind, per- 
mitted under the banking laws, to its de- 
positors and the people in the community 
which it serves,” Mr. Obermayer said. “The 
banking laws of many states have recently 
been amended enabling Savings Banks to en- 
large the scope of their activities, such as 
the issuance of foreign drafts, conducting 
safe deposit vaults and the opening of 
branch banks, by and through which de- 
positors are receiving additional service of 
great value. 

“The Savings Bank which renders service 
through its various departments of a char- 
acter beneficial to the depositor, and in many 
cases not necessarily profitable, becomes pop- 
ular in the community; and for this all 
banks should strive, because in the last re- 
sult the bank that is popular necessarily se- 
cures an ever increasing business. 

Reviewing the various services which may 
be rendered, Mr. Obermayer urged that de- 
positors building homes be given preference 
over other mortgage investments. All banks 
should accept Liberty bonds for safe-keeping 
free of charge and, at interest periods, cut 
coupons and accredit the interest. Christmas 
clubs should be encouraged, he said, because 
experience has shown that about 20 per cent 
of the club total is retained and credited to 
regular savings accounts. Many excellent 
accounts have been attracted by safe deposit 
vaults, which may be offered to the public at 
less than one cent a day. The installation of 
school banks in which pupils can deposit 
small coins and the teaching of thrift and 
saving through addresses at the assemblies 
of schools are the duties of every savings 
bank, Mr. Obermayer asserted. 

He expressed favor for the branch bank 
system for savings banks, and urged the 
establishment of a Home Savings and Per- 
sonal Service Department under the direc- 
tion of a woman. 


Women Spend 90 Per Cent 


ME: STEVENS laid emphasis upon the 
possibilities of banking reaching de- 
positors through the home. 

“Home-making is the largest single busi- 
ness in the United States,’ Mrs. Stevens 
stated. “It enrolls in its industry more than 
20,000,000 women and, if each one of the 
home-makers can be reached, the goal for 
20,000,000 savers would immediately be 
passed. Women are the spenders in the 


family. Of the $6,000,000,000 weekly pay-. 


roll they spend 90 per cent. How they spend 
that money mears success or failure in fam- 
ily life. 

“Wise spending is the basis of saving, so 
that the bank may well give as part of its 
financial service opportunity for training in 
income management and that brings us to 
the budget departments which many banks 
are using. This service, and it is a real ser- 
vice, brings the bank in contact with the 
ihome-maker individually and in groups and 
the discussion which arrangement of family 
finance always brings to the fore is a valu- 
able means of teaching wise spending and 
judicious saving. The head of the family is 
often very vitally interested in this phase of 
bank effort and among the people coming 
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And even at odd tasks- 
Contractors select BEST tractors_ 


«<I have two Best Tractors and they have given me 


perfect satisfaction,’ 


an owner states. “They do 


all that can be asked of a tractor, and they are 
very cheap to operate. Horses and mules cannot 


compete with them.” . 


The statements of owners—not alone the claims of manu- 
facturer—proclaim the sterling qualities of Best “Sixties” and 
“Thirties,” and upon the confidence-inspiring testimony of 
these men who KNOW is founded the high resale value of 


Best Tracklayer Tractors. 


Full information and a list of nearby owners will be gladly 


sent on request. 


C.L. BEST TRACTOR CO. 


General Offices-- Factory 
San Leandro, California 


Factory Branch--Warehouse 
St. Louis, Missouri 


Sales Offices 


San Francisco 
127 Montgomery Street 


for income management advice about one- 
third are men. 

“An almost untouched field for making 
known Savings Bank method and service is 
the Business and Professional Women’s 
Club. Many of the bankers present may not 
realize that within the past three years has 
grown up a remarkable organization of busi- 
ness and professional women, numbering 
throughout the country many thousands of 
wage-earners. These women range from 
the clerk in a small establishment to the 
woman executive of a large concern and 
their earnings have a similar range. If the 
bank can present to them the value of a 
conservative handling of their earnings and 
the consequent saving that means indepen- 
dence in the years when earning power is 


New York City 
30 Church Street 


CTOR. 


Va 


diminished, then the bank has rendered real 
financial service to a large and most impor- 
tant group in the community. Group talks 
and individual conferences will bring results 
and firmly entrench savings and thrifty liv- 
ing in this important section of the com- 
munity. 

“Another service which banks are finding 
profitable to customers and bank alike is 
general banking advice to women. All wom- 
en, however intelligent they may be, have not 
had definite financial or banking training and 
consequently are sometimes at a loss as to 
the meaning of bank terms and usage.” 

John M. Wadhams, president of the Na- 
tional Association of Mutual Savings Banks, 
addressed the dinner, which was held on the 
evening of April 24, telling of the important 
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position taken in the realm of finance by the 
mutual savings banks. Merle Thorpe, editor 
of The Nation’s Business, was the principal 
speaker, taking the theme of “Business Is 
Business.” He declared that the Federal 
Trade Commission had been a failure in 
regulating business along approved lines be- 
cause it had proceeded on the theory that big 
business was sinister. 

“T think it can be fairly said that the Fed- 
eral Trade Commission has failed,” he said. 
“Tt was designed to be a guide, philosopher 
and friend business, a place where business 
might go for counsel and advice as to exist- 
ing or proposed business practice. It failed 
in my judgment because it took its cue not 
from the law that authorized it, but from the 
hue and cry that big business is to be baited; 
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that success is suspicious; that big business 
is sinister. The commission, instead of being 
a guide, philosopher and friend of American 
business, became, for political reasons, prose- 
cutor, judge, jury and hangman. 

If western civilization is to survive it will 
be necessary to bring a higher scale of 
economic intelligence to our intricate busi- 
ness processes, Mr. Thorpe said. He en- 
larged upon the idea of the growing in- 
tricacy of business processes, the need for a 
higher order of intelligence on the part of 
the members of Congress who make the laws 
to regulate these businesses. 

William E. Knox, president, Bowery Sav- 
ings Bank, New York City, and vice-presi- 
dent of the American Bankers Association, 
served as toastmaster at the dinner, 
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Interpreting Dawes Plan 
(Continued from page 736) 


German government will receive something 
further from that which can be used to 
help it in its internal operation. 

Then it is also figured that the German 
railroads can produce about 1,000,000,000 
gold marks a year. 


German Industry Mortgaged 


HE next point of real value in con- 

nection with this situation is the fact 
that industry in Germany has had a mort- 
gage placed upon it of 5,000,000,000 gold 
marks. The idea of this mortgage was 
twofold. In the first place, it was to en- 
able the raising of certain funds, and the 
amount that they expect to get under that 
would be on a basis ultimately, of 6 per 
cent or 300,000,000,000 gold marks. That 
would be annually. But the other point— 
and that is a very important fact—lies in 
the fact that this is going to bind all of 
industrial Germany into these reparation 
payments, so that they will see that it is 
entirely against their interests for them to 
allow the German government to default. 
In the past they have had to pay taxes to 
the German government for such amounts 
as have been demanded, but they have not 
been obliged to make payments in any to- 
tals that would make it possible to pay 
reparations. Now the whole of industrial 
Germany, with this mortgage upon it, is 
going to desire that reparations be paid and 
that the whole thing be settled. 


The next point is—and the Dawes Com- 
mission cannot be successful unless it is 
worked out—that of the interallied indebt- 
edness, because no matter how enthusiasti- 
cally the German people may undertake this 
operation of carrying out the Dawes plan, 
if they do not know the sum total which they 
are going to pay and they cannot see that 
total marked down, they are soon going to 
lose interest in it; and that is where the 
difficulty is going to come unless the next 
step is taken very quickly, and that step is 
a refunding of the interallied indebtedness 
so that France will know absolutely what 
she has got to pay to Great Britain and the 
United States; France will also know what 
she ‘is to receive from the countries which 
owe her. France, as is known, owes 
Great Britain $2,900,000,000, figuring it in 
exchange, and to the United States about 
$3,900,000,000, whereas they have owing to 
them from other nations $2,900,000,000; so 
you see that must be considered as well as 
the question of what France owes to these 
other two nations. When that! indebtedness 
is settled, then it will be possible to figure 
a final figure of reparations that Germany 
is to pay, and from that time on we can 
expect a very strong forward movement to- 
ward a final settlement. 

The Commerce and Marine Commission 
does not feel warranted in making any 
recommendations on the Merchant Marine. 
We are trying to keep up to date with the 
situation and we have compiled a list of all 
the recommendations that have been made 
by men in government, by men connected 
“with the Shipping Board and the Emer- 
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gency Fleet Corporation and the Interna- 
tional Mercantile Marine, and other ship- 
ping companies, and by attorneys and writ- 
ers. We have found that those who make 
the suggestions are unanimous in only one 
thing, and that is that their own suggestion 
is the only one which will work. These 
suggestions are so numerous, however, and 
they cover so many different principles, that 
so far it has been impossible to bring any 
one thing together that we can present to 
the Executive Council for its consideration. 

A House ‘of Representatives’ select com- 
mittee is making a special investigation of 
the Shipping Board matter, and we felt it 
better to await the outcome of this inquiry. 


Japanese Immigration 


HE unfortunate feeling which has been 

stirred up in Japan because of the ac- 
tion of the United States Senate in connec- 
tion with the question of the exclusion from 
the United States of the citizens of Japan 
would seem to make it incumbent upon all 
organizations having the good of the coun- 
try at heart to declare themselves upon the 
proposition. A statement was therefore 
prepared which represented the unanimous 
opinion of those in attendance at the meet- 
ing of the Commerce and Marine Commis- 
sion which reads as follows: 

It is inevitable that there should be cer- 
tain incompatibilities between the nations of 
the world and that they must be recognized 
where they exist in any degree of force or 
needless contention will ensue. The habits, 
customs and manners of life of labor in 
Japan are so vitally different from those of 
labor in the United States that for present 
generations at least it would seem better 
for both that they do not intermingle. Be- 
cause of this fact, which was recognized 
equally in Japan and the United States, a 
so-called “Gentleman’s Agreement” was es- 
tablished between the two Nations under 
which the Japanese Government agreed to 
use such power as it legitimately could to 
prevent the immigration of Japanese to the 
United States. 

Since this agreement was undertaken 
there has never been the slightest reason to 
believe that the Japanese Government has 
not lived up to the letter of the agreement 
in every particular, but on the contrary it 
has clearly been evident that the spirit of 
the agreement has been maintained as well. 
It seems particularly unfortunate therefore 
that the Senate of the United States should 
take such action as might lead to the termi- 
nation of this agreement, thus releasing the 
Japanese government from any responsi- 
bility as to what its nationals may do and 
thereby transferring the whole burden of 
the exclusion upon our own government, 
which will inevitably increase the expense 
of our border patrols, if they are to be ef- 
fective, and at the same time needlessly af- 
fronting the Japanese people who cannot 
be expected to clearly understand why they 
should be subjected to such treatment. The 
masses of Japan cannot be brought to see 
the vast difference in customs and manner 
of living that exist between labor in Japan 
and labor in the United States, even though 
this condition is understood by the more 
highly educated Japanese and that it was 
because of this understanding that the 
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Established 1839 
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RESOURCES 


Loans and Discounts .$304,328,445.28 

Overdrafts, secured 
and unsecured 

United States Securi- 
ties 18,991,345.29 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House 

Cash in Vault and 
due from Federal 
Reserve Bank...... 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and 
Cash Items 


9,695.34 


6,012,740.16 
1,500,000.00 
4,000,000.00 
46,686,423.54 
12,129,824.56 
125,357,375.70 


3,203,905.34 
806,260.09 


Liability 
under Acceptances.. 
United States Securi- 
ties Sold under Re- 
purchase Agree- 


Customers’ 
18,660,824.29 


6,009,584.88 
$547 ,696,424.47 


LIABILITIES 
Capital Paid up $25,000,000.00 


25,000,000.00 
14,308,056.71 


Surplus 
Undivided Profits..... 


Dividend Payable 
April 1, 1924.......  1,000,000.00 
10,525.50 


446,251,427.36 


Dividends unpaid.... 
Deposits 


Reserved for Interest, 
Taxes other 


Purposes 4,522,486.24 


Unearned Discount... —_1,567,952.52 


Acceptances executed 


for Customers 20,122,672.89 


Acceptances sold with 
our Endorsement...  3,903,718.37 
United States Securi- 
ties sold under Re- 
purchase Agree- 
ment 


 6,009,584.88 
$547 696,424.47 
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“Gentleman’s Agreement’? was originally 
undertaken. The action of the Senate 
therefore cannot but offend the Japanese 
public, as well as making it exceedingly em- 
barrassing for Japanese officials to continue 
to meet a situation which they formerly had 
under satisfactory control. 

The bankers of America have been in 
close business relationship with Japanese 
bankers and commercial interests for many 
years during which time they have found 
that they could deal with them as equals in 
ability and integrity and that they could be 
relied upon as being thorough gentlemen. 
Since the earthquake such opinions have 
been enhanced by every act of the Japanese 
government and the Japanese people and by 
the fact that Japanese banking, commercial 


THOMAS WILLIAMS 


and industrial interests have emerged from 
this catastrophe fully determined to meet 
their obligations and rise above the disaster 
which has overtaken them. Their attitude 
has been such that it has been a real lesson 
to the world and we as bankers exceedingly 
deplore any action which would seem to 
lead to the belief that we have not the re- 
spect for the Japanese people and the cenfi- 
dence in them that actually exists. 

While we realize for reasons already 
given that the greater good of both Japan 
and the United States lies in a continuation 
of the exclusion on some effective basis, yet 
we are firmly convinced that if some ex- 
tension of tne “Gentleman’s Agreement” 
was found to be essential to a better pro- 
tection of both peoples that some such nego- 
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Roanoke'’s New Hotel 


Roanoke Now Gets This 
New Hotel 


While other cities were still complaining about their hotel condi- 
tions, the citizens of Roanoke, Va., under Hockenbury direction 
had their hotel needs filled! 


Their New Hotel will cost approximately $1,000,000. In one 
week’s time $1,128,000 was secured! 


YOUR citizens have talked and talked about a New Hotel 
for YOUR town. And while they’ve talked, sixty other cities, 
through Hockenbury service have secured their New Hotels. 


If your city really NEEDS a modern, distinctive Hotel, have 
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receive each month, gratis, a copy of THE HOTEL FINAN- 
CIALIST, a journal devoted to community hotel financing, which 
tells how other cities are meeting Hotel needs. 
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permanent financing for estab- 
lished, enterprises 
where the amount involved is of 
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successful 


Send for Booklet, 
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tiation should be developed. We would 
further reiterate to Japanese business, fi- 
nance and industry our respect and confi- 
dence and would ask them to try and help 
in developing in their own country an un- 
derstanding of the real reason why some- 
thing in the nature of exclusion seems mu- 
tually desirable with the hope that this 
present unfortunate necessity may not dis- 
turb the peace and good-will which exists 
between Japan and the United States. 


Taxation of Americans Abroad 
a Matter of Concern 


——- who go abroad are very 
greatly handicapped when they are 
competing with foreigners who live abroad, 
because we tax those people upon their 
profits that accrue to them in the foreign 
country, whereas foreign nations do not do 
so. For instance, on an income of $10,000, 
that an American might have in almost 
any country in the world outside of the 
United States, he would have to pay 
$500 in tax more than any of the repre- 
sentatives of other foreign countries. If 
he had an income of $100,000, he would 
have to pay $31,190 more than the repre- 
sentative of any other nation, and if he had 
an income of $500,000, he would have to pay 
$303,000 more. It can be seen what those 
figures mean. It represents a direct handi- 
cap upon the ability of Americans to carry 
out their export trade, because it is through 
the nationals, our own nationals and the 
nationals of other countries, who have been 
living abroad, that they have been able to 
create markets for American goods. On 
that account, a resolution was prepared and 
sent to the Resolution Committee covering 
this question. 

The question of developing a parcel post 
arrangement with Cuba was also studied 
but there are some reasons, apparently, 
why it is not desired at the moment, par- 
ticularly the manufacturers of tobacco, and 
while for every other reason it would seem 
to be a good thing, yet it seemed to the 
Commission that it had better see the 
manufacturers of tobacco products, espe- 
cially, before it made any recommendation; 
so that that will be done between now and 
the meeting in October. 

The British Trade Facilities Act was sug- 
gested by the National Foreign Trade Coun- 
cil as something it should study. It seems 
that many Americans have met competition 
from the British that they could not compete 
with because of this British Trade Facilities 
Act, and it was not realized that this was un- 
dertaken as a temporary measure by Great 
Britain especially to enable exports to be 
made to countries in Europe. The British ex- 
port trade was very badly hit by the war and 
by the developments after the armistice, and 
as a result unemployment in Great Britain 
became very great. It ran up to nearly 
2,000,000 men, and it is now something like 
1,290,000. It is a tremendous number of 
people to be out of employment, and they 
are receiving money for doing nothing, 
which of course is degenerating. The 
British Government, at the request of the 
British Chambers of Commerce, passed this 
Act, which means that the British Govern- 
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that may be advanced by exporters in Great 
Britain to importers in other countries after 
they have been passed upon by a committee, 
built up of Government representatives and 
others. 

Now, that is a temporary matter; it is 
aimed to help Great Britain resume her em- 
ployment, and it is something that need not 
be considered, and the Commerce and Marine 
Commission, after studying it, reached the 
same conclusion. 


Acceptance Market 


HE next question was that of the es- 
of an acceptance market, 
and a possible resolution was suggested also 
which may be effective now, or it may be 
better to go forward at the October con- 
vention, but in any event the idea was to 
give the bankers in the United States a lit- 
tle greater knowledge of what it may mean 
to them to have a broad acceptance market 
established, even though they themselves 
may not be directly operating in accept- 
ances. What it means is that when the 
foreign exchanges are in order again and 
become more or less normal; that when 
money is high in Great Britain, American 
money is higher in Great Britain and in the 
United States American money will casily 
go into London, which will have a tendency 
to raise our money market a trifle and 
make it more valuable for bankers who 
have the deposits of the people in the form 
pf savings and reserve deposits. On the 
other hand, if money in the United States 
becomes stringent, then with an acceptance 
market here, London money and other for- 
eign money can come into this market and 
reduce the interest rate. It will be an easy 
flow back and forth; it will have a great 
tendency to stabilize the interest rate in the 
whole United States. 


Cooperative Banks 
(Continued from page 734) 


them. In case of loans for the purchase of 
agricultural necessities, such purchases must 
be made through the cooperative central or- 
ganizations. Loans are granted only to per- 
sons who are subscribers to a_ periodical 
dealing with cooperation and agriculture. 
The societies receiving credit from the bank 
are inspected regularly at least once a year 
by auditors of the bank. Its capital in 1922 
amounted to two and one-half million Fin- 
nish marks. 


Central Cooperative Credit 
Banks 


HE cooperative banks mentioned in the 

foregoing are primarily connected with 
the “consumers’”, or as it is sometimes 
called, the “distributive” cooperative move- 
ment, which has grown up chiefly in urban 
communities. There are more than twenty 
cooperative banks of this class. 

There is a second type of cooperative 
bank, which represents another branch of 
cooperation, namely, the cooperative credit 
movement. The leading bank of this type 
is the German Raiffeisen Bank, Berlin, Ger- 
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0 en the Door 


To Bigger 


The New Mellon National Bank, 


Pittsburgh, Penn. 


This imposing new edifice, dedicated to banking progress, is 
served by Brandt Automatic Cashiers. The Brandt is not 
new, however, to Mellon institutions. We feel that the Brandt 
has had a part in the success which 
made possible this modern bank 
home. 


A Monument to 
Better Banking 


One of the chief commodities 
of a bank is SERVICE, and a 
Brandt Automatic Cashier 
emphasizes the “SERVE” in 
Service. 


The Brandt earns its way 
through its saving effects— 
saves time, worry and errors. 
Pressing a single key makes 
coin selection and computation 
a matter of mechanical speed 
and accuracy. 


We will gladly place one in 
your bank on free trial. Ask 
your secretary to mail the 


coupon. 


BRANDT AUTOMATIC CASHIER CO. 


Executive Offices and Factory 
102 W. Main St., Watertown, Wis. 


without obligation to me. 
particulars. 


Profits 


RRKKRRAK 


I am willing to have you place a Brandt in my bank on free trial 
Please send free booklet and give full 


759 


x 
x 
x 
“HH 
+ 
$ 
‘ 
4 
+ 
+ 
4 
‘ 
4 
4 


= 
| 
( 
| 
New | 
Standardized by-Dankers Everywhere 
4 | 


760 


AMERICAN BANKERS ASSOCIATION TOURNAL 


ine or Siding! 


Your customer sees to it that 
his cotton and other commod- 
ities are kept moving toward 
their destinations. 


Delays mean loss. 


Are you favoring side-track 
methods by permitting the rela- 
tive drafts and bills-of-lading to 
spend nights in post offices and 
days in bank mail racks? 


Out-of-town collection items 
with documents attached are re- 
forwarded direct within two 
hours’ time, day or night, after 
receipt by us. 


Let a trial of our 24-hour- 
Transit Department convince 
you. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Undivided Profits, $16,800,000 
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many. It was founded in 1876. It is the 
central bank of the German Raiffeisen credit 
societies, of which 5735 were in operation 
last year. 

The first cooperative credit society was 
established by Frederick William Raiffeisen 
in 1862. The Raiffeisen plan has proved so 
successful that it has been introduced into 
nearly every country of the world, and has 
become the dominant type of the coopera- 
tive credit system in rural communities. It 
is estimated that there are more than 105,- 
000 cooperative credit societies distributed 
throughout the world. 

The main features of the Raiffeisen type 
are unlimited liability of the members, small 
sized societies, small shares, limited divi- 
dends or no dividends at all, indivisible re- 
serve, loans to members only, low rates of 
interest and non-salaried officers (except the 
secretary) controlled by the general assem- 
bly of members, each of whom has one vote 


and no more. 


The Raiffeisen scheme is based upon a 
single, central bank, which forms the apex 
of the whole system. This makes it possible 
for money to pass readily from any area, 
which has too much, to some other area 
which has too little, or from one branch of 
the movement to another. 

The German Raiffeisen Bank at Berlin 
in 1913 had a capital stock of 11,762,000 
marks, a turnover of 1,398,000,000 marks and 
a balance of 118,920,858 marks. 

It was Raiffeisen’s view that the coopera- 
tive credit society should serve its members 
in other capacities than merely those of a 
loan and deposit bank. Accordingly, trading 
was combined with banking, and thousands 
of Raiffeisen societies now supply their 
members’ agricultural requirements such as 
fertilizer, seed, machinery, feedstuffs, etc., 
and even many of their household require- 
ments. While a considerable number of vil- 
lage credit banks sell produce for their 
members (grain, potatoes, etc.), cooperative 
sale on the whole is far less developed than 
supply. The trading activities of the local 
village banks are coordinated and centralized 
in thirteen wholesale warehouse concerns. 
These are combined in a federation which in 
turn is affiliated with the Berlin central 
bank and is financed by the latter. 

Looked at as an international movement, 
cooperative -banking unquestionably has 
given evidence thus far of formidable 
strength, and can now be regarded as having 
passed the experimental stage. Conditions 
incident to the World War have brought 
about a much greater degree of centraliza- 
tion and cohesion of forces on the part of 
cooperators everywhere, and this in turn 
has materially strengthened cooperative 
banking. 

Moreover, the movement has not lacked 
wise and constructive leaders, such men as 
Dr. A. Suter, Basle; Karl Komeda and Emil 
Lustig, Prague; Dr. K. Renner, Vienna; 
Prof. Charles Gide, Victor Servy and Gas- 
ton Levy, Paris; Henry Kaufmann, Ham- 
burg, and others. It is largely due to their 
efforts and self-sacrifice that the progress 
noted has been achieved. It is due to their 
cooperation also that the very active Inter- 
national Banking Committee of cooperative 
banks, whose headquarters are at Paris, was 
organized about two years ago. 


=| 
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Condition of Business 
(Continued from page 740) 


the Monthly Review of the Reserve Bank 
of New York. Various indexes of trade 
are shown as percentages of estimated nor- 
mal, which may be taken to mean a condi- 
tion about midway between the peaks of 
prosperity and the valleys of depression. Al- 
lowance has been made not only for usual 
seasonal! variations, but also for normal an- 
nual growth, and, wherever dollar figures 
are involved, for price changes. The table 
shows that while first quarter business was 
on the average slightly smaller than a year 
ago, it was still above the volume which 
might normally have been expected. 

First Quarter First Quarter 

2 924 
Primary Distribution 
Car loadings, mdse. and 


106 107 
Car loadings, all other 114 113 
Wholesale trade, Second 

District .. 104 
Exports .... a“ 79 89 (p) 
113 106 (p) 

Distribution to Consumer 
Department store sales, 

Second District ..... 97 95 
Chain store sales ..... 101 96 
Mail order sales...... 91 91 
Advertising ......... 99 97 

General Business Activity 
Bank debits outside 

New York City..... 110 104 
Bank debits in New 

Fork 112 109 
Postal Receipts ......... 104 100 
Building permits ..... 169 188 

(p)-preliminary 


The Textile Industry 


HE expansion in industrial activity dur- 

ing the winter was not reflected in the 
domestic textile industry to any large ex- 
tent. The cotton crop of last year was 
the third short one in succession, and it 
was generally predicted that unless cotton 
consumption was greatly curtailed, a cotton 
famine might ensue which would send raw 
cotton prices up to 40 cents a pound or 
more. Some curtailment at domestic mills 
did occur, total consumption from August 
to March inclusive being 369,000 bales, or 
8 per cent smaller than a year ago. Ex- 
ports of raw cotton, however, have run 
about 15 per cent higher than a year ago, 
reflecting chiefly larger shipments to Eng- 
land and Germany. In the case of Eng- 
land these have reappeared in the form 
of cotton goods, exports of which to us 
in the first quarter were 16 per cent larger 
than a year ago, whereas our goods ex- 
ports to all countries were reduced about 
30 per cent. 

The American raw cotton situation at the 
end of April was approximately as follows: 


Bales 

Carryover, July 31, 1923 (Census Bu- 
Total ginnings, 1923-1924 crop....... 10,169,000 
13,160,000 

Domestic consumption, August-April, 
Exports, August 1-April 30........... 5,000,000 
Total 9,500,000 

Balance for consumption and carry- 


Allowing for the same carryover on Aug. 
1 as last year, the amount available for 
consumption and export during the remain- 


CANADIAN 


PACIFIC HE Canadian Pacific Railway 
: through its Bureau of Canadian 
Information, will furnish you with 


the latest reliable information on 

— every phase of industrial and agri- 
cultural develépment in Canada. In the Reference Libraries 
maintained at Chicago, New York and Montreal are complete 
data on natural resources, climate, labor, transportation, busi- 
ness openings, etc., in Canada. Additional data is constantly 


being added. 


Development Branch—lIf you are considering the establishment of your 
industry in Canada, either to develop your Canadian business or export 
trade, you are invited to consult this Branch. - An expert staff is main- 
tained to acquire and investigate information relative to Canadian 
industrial raw materials. Information as to such raw materials as well 
as upon any practical problem affecting the establishment of your 
industry, including markets, competition, labor costs, power, fuel, etc., 
is available. 
No charge or obligation attached to the 


above services. Business men and organ- 
izations are invited to make use of it. 


Canadian Pacific Railway Company 


Department Colonization and Development 


Cc. P. R. Building j 
Madison Ave. at 44th St. tia a ir 
New York 


Windsor Station 
Montreal, Can. 


Checkmating the Pirates 


An intensely interesting expose 
of the tricks and wiles employed 
by the Pirates of Promotion. Writ- 
ten by a banker vo protect bank 
depositors and investors. 


INVESTMENT BANKERS 
1201 Union Street 


Use this 125-page cloth bound Nashville 
book as a premium for new ac- 
counts, as a departmental gift or Chicago New York 
an anniversary souvenir. St. Louis Cincinnati 
Detroit Knoxville 


Southern Municipals 


Bought — Sold — Quoted 
Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 
Every bank employe should have 


a copy in order to save future 
victims of misplaced confidence. 


Your bank’s name imprinted in 
gold on the outside cover. Special 
discount in quantities. 


INVESTORS PUBLISHING CO. 


1028 Broadway Cincinnati, Ohio 


Information| 


Caldwell & Co. 


Tennessee 


Private wires to. New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


can Bureau of 
Canadian 
| 
| 
|| 
— 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Gloucester Safe Deposit and Trust Company 


Gloucester, Mass. 


Ezra Philips, Architect - 
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Granile ~The Noblest Buile 


The dignity. and strength of Granite is approached 
by no other stone. It is, the stone. for banks. The 
experience of this association is at your. service. 


M ay’, 1924 
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der of the cotton marketing year would ap- 
pear to be only about 700,000 bales, whereas 
takings in these months have usually 
amounted to about 2,800,000 bales. 

Despite the strength of the raw cotton 
situation, hesitancy has appeared in both 
the raw cotton and goods markets. After 
raw cotton had advanced to over 37 cents a 
pound by the end of November, consumer 
resistance developed; merchants refused to 
buy, and by March the price had declined 
10 cents. Since last June spot cotton prices 
have been relatively higher than those which 
mills received for cloth, and with the Octo- 


ber delivery selling 5 to 6 cents below the 
spot quotation, merchants and manu factur- 
ers have hesitated to purchase. 

The silk goods market has been affected 
in a similar way by unsettlement in raw ma- 
terial. After the Japanese earthquake raw 
silk advanced to nearly $11 a pound, but has 
since declined steadily, and on April 26 
touched $5.70 a pound, which is considerably 
lower than the pre-earthquake price. 

Although raw wool prices have held steady, 
business in woolen and worsted goods has 
also been slack. Opening prices named by 
mills on fall lines were approximately equal 


to those of last year and generally lower 
than on goods for this spring. Despite this 
effort to secure business, buyers have been 
hesitant in placing orders, 


Bituminous Coal Slump 


RODUCTION of bituminous coal in. 

creased sharply in January under the 
threat of a strike in the central competitive 
field, and consumers’ stocks rose to over 
62,000,000 tons, or close to the peace-time 
record. Following the agreement to extend 
the existing wage scale and working condi- 
tions for a period of three years, consumers 
began to draw upon their storage piles and 
production declined steadily. By the middle 
of April output was about 40 per cent 
below the January peak. 

Observers of the soft coal industry find 
it in a process of readjustment to a healthier 
basis. The capacity of the industry is per- 
haps one-third in excess of consumptive 
needs, and in consequence employment has 
been irregular and labor unrest frequent. 
Secretary Hoover has pointed out that the 
causes of this overproduction lay in car 
shortages, unnecessary seasonal operations 
and in periodic strikes. Strikes and car 
shortages resulted in large profits from en- 
hanced prices of coal and in consequence 
stimulated speculative expansion. As a re- 
sult of an increase in railway rolling stock 
and the development of the storage habit 
by large consumers, the situation has been 
relieved insofar as the railroads are in- 
volved. The recent labor settlement was 
considered by many as giving hope of a 
prolonged period of production undisturbed 
by labor troubles, during which time surplus 
mines could be eliminated, and the better 
situated and better managed mines could 
be operated more regularly and with a smaller 
total number of miners. With the excess 
capacity now existing, however, mines whose 
production expenses can be reduced readily 
have a large advantage over those bound 
by the wage agreement. The solution of 
the problem is by no means simple. 


Cost of Living 


HE Federal Department of Labor re- 

ports a reduction in the cost of living in 
the United States of 1.6 per cent since last 
December, which still leaves living costs 
about 1 per cent higher than a year ago. 
The table below shows that, with the ex- 
ception of shelter, all main classes of family 
expenditures are lower than in December, 
the largest declines being in foodstuffs and 
fuel and lighting materials. Compared with 
a year ago, however, all groups are higher, 
except fuel and lighting. 


March 1924 Percentage 
Change Compared With 


1913 March December 
Average 1923 1923 
+ 43.7 +1.2 —4.4 
+ 75.9 +0.9 —0.2 
67.0 +2.8 +0.3 
Fuel and light ..... + 82.3 —2.1 —0.9 
House furnishings. .+121.3 +1.8 —0.5 
Miscellaneous ..... +101.1 +0.4 —0.3 
All items........ + 70.4 +0.9 —1.6 

Wages 
EPORTS to the Reserve Bank of New 
York from representative industrial 


concerns in the New York district and to 
the Employers’ Association of Detroit from 


(Continued on page 767) 


762 iE 
= 
ise i 
tas 
: 
: 
| 
| cil & 
= | tick 


May, 1924 


Seventeen New 


ecutive Council Francis Coates, Jr., of 

Cleveland, President of the Clearing 
House Section of the American Bankers 
Association said that “seventeen new Clear- 
ing House Associations have been organized, 
and we have received definite assurance 
that like associations will be organized in 
at least ten additional cities within the 
course of a few months. This is most 
gratifying, as it compares favorably with 
the record of the past three years, during 
which period seventy-eight new associations 
were organized—an average of twenty-six per 
year. Our Sub-Committee on New Clearing 
House Associations has instituted a very 
comprehensive and intensive campaign, which 
has brought home to the bankers in prac- 
tically all cities, having three or more com- 
mercial banks, a realization of the merits 
of such an association and the local bene- 
fits to be derived from it. The reaction 
has been the awakening of a decided in- 
terest in the movement, which we feel sat- 
isfied will have a continuing influence for 
some time to come. 

“A broader and deeper interest is being 
manifested in the development of Clearing 
House Departments of Examination today 
than ever before in the history of the Sec- 
tion. Through our Sub-Committee on 
Clearing House Examinations very definite 
results have been realized. Early in the 
year our Secretary, Mr. Mullen, made a 
trip through the South and the Southwest, 
where he was given the opportunity of 
meeting with the members of Clearing 
House Associations in thirteen of the prin- 
cipal cities. In these meetings there was 
had a full discussion and explanation re- 
garding the operation of Clearing House 
Departments of Examination and Bureaus 
of Credit. The results have been most grati- 
fying. Our records show that three cities 
are now ready to install departments of 
examination, and some thirteen other cities 
are giving serious consideration to the 
proposition.” 

“The establishment of Clearing House 
Bureaus of Credit is a comparatively new 
feature in Clearing House operation, which 
has, however, gathered considerable impe- 
tus during the past two years, as its bene- 
fits are being generally recognized through 
the results obtained in those cities that have 
installed it. This year we appointed a Sub- 
Committee on Clearing House Bureaus of 
Credit (Mr. W. F. Augustine of Richmond, 


Is the course of his report to the Ex- 


Clearing Houses 


Chairman). Richmond is one of the cities 
not employing a Clearing House Examiner, 
but which operates a Clearing House Bu- 
reau of Credits, andj this operation ‘is along 
unique and very successful lines. Mr. 
Augustine is its sponsor, and through the 
work of this Committee, the details of its 
operation and its benefits are being very 
widely broadcasted. Since the first of the 
year Bureaus have been installed in Allen- 
town, Chattanooga, Indianapolis, Mobile 
and Camden, N. J., and these we believe 
form only the vanguard of an organization 
that will ultimately embrace practically 
every important banking community, and 
give these communities a credit informa- 
tion service national in its scope, through 
the exchange of credit information. Further, 
that the installation of these Bureaus will 
lead naturally to the establishment of 
Clearing House Departments of Examina- 
tion. 

“Last year there was organized in Cali- 
fornia an association known as the Cali- 
fornia Association of Bank Auditors. This 
organization, which meets monthly, has 
been unusually successful. There was re- 
cently organized in Chicago a similar or- 
ganization known as the Chicago Bank 
Auditors’ Conference. The action thus 
taken by the California and Chicago or- 
ganizations was followed by a group of 
bankers who met at Cleveland and formed 
the Ohio Association of Bank Auditors, 
making this the second State organization. 

“T am identified with the latter, and fore- 
see a great benefit to be derived by all 
banks party to the movement through peri- 
odical meetings and conferences, whereby 
a standardization of accounting, auditing 
and safeguarding practices will be worked 
out. The Federal Reserve Bank of Cleve- 
land is strongly behind the Ohio organiza- 
tion, and it will probably ultimately be ex- 
tended to embrace the entire Cleveland Fed- 
eral Reserve District. Since these organi- 
zations have been effected, this Section has 
taken the initial step of recommending the 
installing of similar organizations in each 
of the larger banking centers in the coun- 
try, and the response has been very gratify- 
ing and very general. These organizations 
will prove to be the natural adjunct to the 
activities of this Section and will prove of 
immense value not only to the banks and 
the Clearing House Examiners, but also to 
the National, State and Federal Reserve 
authorities as well.” 


The Trust Company Division 


activities of the Trust Company Divi- 

sion its president, Evans Woollen, presi- 
dent, Fletcher Savings & Trust Company of 
Indianapolis, said: 

“During the past few weeks it has been 
necessary that close attention be given to 
certain provisions included in the Federal 
Revenue Act of 1924, as passed by the House 


L the course of his review of the many 


of Representatives. Just before the passage 
of the act by the House there was inserted 
a tax on gifts. Believing such a provision 
to be economically unsound as well as diffi- 
cult of enforcement, immediate action was 
taken to have it stricken from the bill before 
it should reach the Senate. Another section 
of the bill under which it is proposed to tax 
(Continued on page 764) 
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Head Office: 
LONDON, E.C. 3, ENGLAND. 


Over 1,600 Offices in England 
and Wales, and several in 
India, Burmah and Egypt. 


($5=2£1.) 
DEPOSITS, &. $1,708.003.640 
ADVANCES, &.  $70°7,028,870 


Colonial & Foreign Department : 
20, King William St., E.C. 4. 


The Agency of Foreign and 
Colonial Banks is undertaken. 


Lloyds Bank has Agents and 
Correspondents throughout 
the British Empire and in all 
parts of the World. It is a 
large _ Shareholder in the 
following Banks, with which 
it is closely associated :— 
The National Bank of Scotland Limited. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign 
Bank Limited. 
The National Bank of New Zealand, Ltd. 
ian 
Lind ~ ing Corporation, 


Warnings 
Read the Protective Section 
of the Journal for Warnings 
Which May Prevent Losses to 
Banks. 


For Every Figure 
Job in Every Bank 


awthere is a Burroughs 
machine which 
will do the work 
more efficiently 
with speed, accuracy 
and economy of 
time and effort. 


Burroughs 


ADDING - BOOKKEEPING - BILLING - CALCULATING MACHINES 


DETROIT, MICHIGAN 
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Crimes Against Banks Increase 


AR from being broken, the crime 

wave has risen to new heights, accord- 

ing to the statistics of the Protective 

Department of the American Bank- 
ers Association. 

“Forgeries, check alterations, sneak thefts, 
note and mortgage swindles and other crimes 
listed outside the violent group show 549 
cases investigated during the current pe- 
riod,” said J. E. Baum, manager of the 
department. “Compared with our experi- 
ence in depredations of this less dangerous 
character during the same period last year, 
this class of fraud increased 48 per cent in 
the number of cases handled and jumped 
$8,851, or 46 per cent, in the expense of their 
investigation. A summary of all classes of 
crime investigated on behalf of our mem- 
bers gives a total of 677 cases during the 
current period as against 463 investigations 
during the first half of 1923, an increase 
of 214 cases, or 46 per cent. The total cost 
of investigation service rendered increased 
from $37,144 in 1923 to $61,087 in 1924, 
showing another unprecedented rise of $23,- 
934, or 64 per cent. 

“These sharp increases in crimes perpe- 
trated against member banks during the cur- 
rent fiscal year definitely prove that, instead 
of being broken, the crime wave has risen 
to heights heretofore unknown to the bank- 
ing -fraternity. 

“Strangers continue to trick or otherwise 
inveigle unsuspecting banks in ways that 
are not altogether. dark aru devious into 
making generous contributions to their cause 
—a terrific toll which defies the imagina- 
tion and outstrips your other tax burdens. 
Forgery losses the country over are various- 
ly estimated as between $75,000,000 and 
$150,000,000 yearly, and the banking frater- 
nity is in a strong position to cut their 
share of this enormous ‘tax melon’ by ob- 
serving, as we have repeatedly urged, one 
simple rule—‘Don’t cash checks for strang- 
ers.’ 

“Strangers are not always crooks, but 
crocks are usually strangers, and we can- 
not emphasize too strongly the danger of vio- 
lating this rule without absolute proof of 
identity. For example, during the second 
quarter of the current fiscal year, 111 forgery 
cases involving losses totaling $17,000 were 
reported to the Protective Department with- 
out giving a single clue as to the forgers, 
the bank employees having no recollection, 
or even a physical description of the crim- 
inals—all of whom were strangers employ- 
ing pretexts to secure easy money. All these 
frauds were perpetrated at the banks upon 
which the checks were drawn, and do not 
include forgeries on checks paid through 
the clearings. To safeguard the interests 
of all members, no less than the banks vic- 
timized, they were investigated at an ex- 
pense of $2,913, and, with very few excep- 
tions, nothing tangible resulted. At this 
rate, the cost of investigating these pre- 
ventible frauds will exceed $11,000 yearly, 
with no promise of any satisfactory results, 
due entirely to the lack of identification at 
the bank, Under such circumstances it seems 


an unwarranted waste to take up investiga- 
tions of forgeries where the member is 
unable to furnish evidence of identification, 
as in the event of the criminal’s arrest there 
would be no prosecution unless a confession 
was obtained. It is therefore respectfully 
recommended that the manager of the Pro- 
tective Department be authorized to inter- 
pret losses of this character—meaning only 
those sustained through the drawee bank 
advancing funds to strangers without suff- 
cient proof of identity—as being preventible 
and coming under the head of contributory 
negligence. 

“Within the past few months we were 
forced to discontinue the investigation of a 
number of forgery cases on account of 
member banks declining to abide by the 
Protective Committee rule which requires 
prosecution of the criminal. 

“The purpose of this rule must be ob- 
vious to all members if the common in- 
terest of our constituency is given fair con- 
sideration. As you know, the Association 
is without authority or legal right to prose- 
cute criminals, this privilege being vested in 
the banks directly sustaining the loss, so 
that unless the bank takes action as required 
by the rules, the purpose of investigating 
the case and justice itself will be defeated. 

“A surprisingly large number of cases of 
robbery are reported, which disclose the fact 
that due care is not always exercised to safe- 
guard, not alone funds on hand, but the 
lives of innocent bank employees and cus- 
tomers as well. I refer particularly to day- 
light robberies, the majority of which occur 
in the smaller country banks, during the 
luncheon period of employees, and other 
banks which allow the transfer of funds 
by messenger without an adequate guard. 
From the reports of investigations con- 
ducted in crimes of violence during the 
current period, your Protective Committee 
is convinced that this branch of bank crime 
and the resulting losses can be materially 
reduced if all members recognized the dan- 
ger of undermanning their staff during the 
working day and the perils of inadequate 
protection of their messengers. Your Pro- 
tective Committee, along with the State 
Bankers Associations, have repeatedly 
warned against these dangers, but the se- 
riousness of the situation justifies its repeti- 
tion. We recognize the fact that member 
banks may be insured and reimbursed for 
the loss of funds, securities or other items 
of capital, but there is no earthly power 
to repay for the loss of innocent lives.” 

“The nature of criticisms received regard- 
ing Protective Service and the rules under 
which it is authorized proved that many 
members are either unfamiliar with the basis 
and limitations of the rules or make no 
allowance for the fact that preventive 
measures are largely in their own hands. 

“The rules are designed to give service 
without cost to members, on crimes which 
are unpreventible in the regular conduct of 
business. Any other basis places a premium 
upon negligence and serves to discriminate 
against the vast majority of the members 

764 


exercising due diligence to prevent fraud, 
The reported burglaries and attempted 
burglaries (such as are known), since the 
inauguration of protective service by the 
American Bankers Association, follow: 


Non-members ... 2,357 Loss .... $4,250,411.05 


Members ....... 1,609 Loss .... 1,196,115.98 
Non-members’ ex- 

COBB 748 cases involv- 

ing additional losses totaling...... $3,054,295.07 


Trust Company 
(Continued from page 763) 


the donor of a revocable trust upon income 
not received by him was also vigorously op- 
posed. 

“In close cooperation with the office of the 
Legal Counsel of the Association, proper 
efforts were made to have these provisions 
stricken from the bill. We were successful 
in having the gifts provision eliminated prior 
to the bill being reported by the Finance 
Committee of the Senate, although the sec- 
tion relating to the tax, to be levied on the 
donor of a revocable trust remains. 

“The suit conducted in respect to the com- 
putation of taxes on the income of a dece- 
dent on an annual basis, under Section 226 
(c) of the Revenue Act of 1921, has been 
terminated with a decision in favor of our 
contention. We are now collecting funds to 
liquidate the expense incident to this matter. 

“Several bills introduced in the state 
legislatures have been given careful atten- 
tion in order to avoid their enactment into 
law, as they were obviously against the best 
interests of the institutions we represent as 
well as opposed to the public interest. 

“To assist in retaining in full vigor our 
Federal Reserve System is a real privilege. 
We are in the midst of urging non-member 
trust companies to join the system and shall 
hope to aid in crystallizing the membership 
of trust companies which are already mem- 
bers.” 


Won’t Enforce Section 28 


HE Shipping Board has withdrawn its 

application submitted several weeks ago 
to the Interstate Commerce Commission 
seeking the enforcement of Section 28 of the 
Merchant Marine Act of 1920, which would 
have restricted the granting of preferential 
rail rates to commodities destined to be 
shipped overseas in American vessels. A 
great many protests were lodged against the 
proposed enforcement and several nations 
made diplomatic representations, claiming 
that this action would infringe upon treaty 
rights. 

The Shipping Board certified in its appli- 
cation that there were. adequate shipping 
facilities under the American flag to take 
care of freight moving in the foreign trade. 
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“The Viewpoint 
of the Employee 
is the Most Neg- 
lected Asset in 
Industry.” 


Fractions of men 


These queer looking creatures 
are to be found in every working- 
force. To their fellow-workers 
and their foremen they appear as 
normal human beings. But in pro- 
ductive capacity they function as 
they really are—fractions of men! 


The average employee gives 
only three-fourths of his possible 
productive effort to his job. Ab- 
senteeism, spoilage, waste, labor 
turnover — these and five other 
preventable factors connected with 
production may combine to make 
25% of the payroll a dead loss. 


But such costly conditions can 
be corrected—with great profit to 
both employer and employee. In 
scores of industries, Management 
has proved this a happy way out 
of production and selling difficul- 
ties. 


In any line of industry, direc- 
tors and chief executives will find 
it profitable to invite us to consult 
with them, without obligation. We 
can counsel on how to convert 
fractions of men into higher pro- 
ductive units. 


Send for booklet G-5 


SHERMAN SERVICE, INCORPORATED 


Man Engineering Production Engineers 


NEW YORK CLEVELAND 
2 Rector Street Park Building 


DETROIT 
First Nat’! Bank Bldg. 


BOSTON PHILADELPHIA CHICAGO 
31 Milk Street 1015 Chestnut Street 208 S. La Salle Street 


ST. LOUIS MONTREAL TORONTO 
314 N. Broadway Drummond Bldg. 10 Adelaide St., E. 


Largest organization of its kind in the world 


When writing to advertisers please mention the American Bankers Association Journal 
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ecAnnouncing 


MOODY’S 
Rating Books 


1924 Editions 


ELIVERIES are now be- 

ing made on the Indus- 

trial and the Government and 

Municipal Volumes. The 

Public Utility Volume will be 

ready June 30th; the Railroad 
Volume September Ist. 


Orders should be entered im- 
mediately to ensure prompt 
delivery. 

$80 the Set, or 


$20 a Volume 


MOODY’S 


Investors Service 
JOHN MOODY, President 
35 Nassau Street, New York 


CHICAGO BOSTON . 
PHILADELPHIA LOS ANGELES 


Bank Information 


As all financial roads lead to 
Wall Street, so do the questions 
which hourly arise in the bank- 
er’s business lead to Rand 
MCNally bank publications, a 
constant and faithful source of 
bank information. 


Rand M¢Nrlly 
Bankers Directory— 
Blue Book 


Bankers Monthly 


Key to the Numerical System 
of the A. B. A. 


Bankers Equipment— 
Servi e Guide 


Bankers Equipment— 
Bulletin 


Banking and Business Ethics 


Maps for Bankers 


RAND MCNALLY & COMPANY 
Dept. E-27, 536 S. Clark Street, 
Chicago 


Largest Publishers of Banking Publica- 
tions in the World 


Official Numbering Agent, American 
Bankers Association 


Established 1856 


Six States Revise System of Taxing Banks 


IX states have enacted laws revising 
their system of taxation of banks in 
conformity with the amendment that 
Congress made on March 4, 1923, to Section 
5219 of the United States Revised Statutes, 
which provide the limits of taxation which 
states may impose on national banks, the 
Spring Meeting of the Executive Council 
was informed by Ray Nyemaster, Vice- 
President, American Commercial & Savings 
Bank, Davenport, Iowa, Chairman of the 
Committee on State Taxation. Other states 
have passed legislation validating back taxes 
collected illegally and imposing taxes on 
bank deposits, he further reported. 
Prefacing his report with the explanation 
that the function of this committee was to 
collaborate with the General Counsel in the 
investigation of constitutional or statutory 
provisions of the different states relative to 
the subject of taxation and to collect facts 
and data showing how tax laws operate in 
actual practice, especially in their applica- 
tion to banks, Mr. Nyemaster said in this 
work the committee was making progress. 


“Section 5219 is the cornerstone of state 


bank tax systems for it virtually provides 
the measure by which the states tax their 
own banking institutions,” Mr. Nyemaster 
stated. “And following the amendment by 
Congress of Section 5219 on March 4, 1923, 
in a way satisfactory to the banks, a 


number of states have made changes in their 


tax laws to conform to the national legis- 
lation. 

“The Legislature of Massachusetts in 1923 
(Chapter 487) amended their law so as to 
make their bank taxation conform to the 
Act of Congress. The tax on the shares as 
the personal property of the shareholder is 
retained but the banks have been given an 
option, in lieu thereof, to elect each year to 
pay 12% per cent tax on the net income of 
the bank, such net income being that re- 
quired to be returned under the Federal 
Revenue Act, and such interest and dividends 
received by the bank not so required to be 
returned as income, as would be taxable if 
received by an inhabitant of Massachusetts, 
there being deducted, however, interest re- 
ceived from bonds, notes and certificates of 
indebtedness of the United States. 


Conformatory Act in 
Minnesota 


“In the state of Minnesota, the Legislature 
in 1923 also adopted conformatory legisla- 
tion. Under the law of that state money and 
credits were exempted from taxation except 
to the extent of three mills on the dollar. 
This law has been amended so that the three 
mill tax does not apply to moneyed capital 
in the hands of individual citizens coming 
into competition with the business of na- 
tional banks and the law defines what 
moneyed capital shall not be deemed in com- 
petition in the same language as the Federal 
Act. 

“In New York also, a ‘moneyed capital’ 
tax law was enacted by the Legislature last 
year following the Congressional amend- 
ment. Under this law, moneyed capital in 
competition with national banks is taxed at 
1 per cent, the same rate as is imposed upon 


bank shares and the language of the Federal 
Act is followed in the statement of what 
moneyed capital shall not be deemed in com- 
petition, the holders of which are exempted 
entirely from the personal property tax and 
taxed only upon their personal incomes. 
“In North Dakota, following the Federal 
enactment, a new law was passed (Chapter 
299) for the assessment of bank stock and 
of moneyed capital entering into competition 
therewith at the same rate as upon other 
property. It provides that ‘all moneyed 
capital within the meaning of Section 5219 
U. S. Revised Statutes shall be listed and 
assessed against the owner * * * at the 
same rate as state, national bank, loan and 
trust company stock is taxed in the same 
taxing district and that the actual value of 
the moneyed capital so invested or at such 
percentage of actual value as may be pro- 
vided by law for the assessment of bank, 
loan or trust company stock.’ A new money 
and credits Jaw was enacted (Chapter 307) 
exempting money and credits from taxation 
except moneyed capital so invested or used 


as to compete with money invested in bank 


stock. The holders of such moneys and 
credits are taxed on their income and a radi- 
cal revision of the Income Tax law on in- 
dividuals and corporations was made last 
year. (Chapter 312.) 


South Dakota Acts 


“The state of South Dakota following the 
Federal amendment, passed a new law last 
year relating to bank stock (Chapter 103). 
Bank stockholders are taxed on the value of 
their shares less real estate at the local rate, 
but there is a proviso that the valuation of 
such shares represented by the surplus and 
undivided profits shall be levied upon at the 
same rate as money and credits. This ap- 
pears to be inviting trouble as moneys and 
credits are only taxed at 4 mills on the dollar 
and no distinction is made between com- 
petitive and non-competitive moneyed capital. 
In other words, so far as the tax on the 
shares represented by the capital is con- 
cerned, the local rate being much higher than 
4 mills may lead to a claim that bank share- 
holders are to this extent discriminated 
against in favor of the holders of other com- 
peting moneyed capital. 

“In Wisconsin, the law has been amended 
(Chapter 391 laws 1923) by placing competi- 
tive moneyed capital as defined by Congress 
in the same class with banks, which class 
is subject to the property rate of taxation 
whereas all other persons and corporations 
are taxed under the income tax. The law 
contains a proviso to the effect that if it 
shall be finally adjudicated that the property 
tax provisions are invalid in their applica- 
tion to national banks, then all holders of 
bank shares and of competing moneyed 
capital shall be assessed and taxed in the 
same manner as other corporations and per- 
sons under the provisions of the Income Tax 
Law. 

“In addition to the above states which 
have changed their rates ut bank taxation to 
conform to Section 5219 as amended, there 
has been. much other state legislation re- 
sulting from an amendment of the Federal 
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Law validating past illegal taxes, imposing 
tax on bank deposits and amending state tax 
laws, in various other ways. 


Kentucky Lessens Tax Burden 


od is a matter of interesting recent in- 
formation to learn that the legislature 
of Kentucky has this year passed a law limit- 
ing the taxation of shares of bank stock to 50 
cents for state purposes, 40 cents for school 
purposes, 20 cents for county purposes and 
2 cents for city purposes. The banks of 
Kentucky have for a generation been grossly 
discriminated against by their tax laws and 
the present law is a triumph for the Ken- 


tucky Bankers Association and its able 
counsel. 
“The Legislature oi Iowa has also 


amended its present statute relating to the 
taxing of bank shares by providing for their 
taxation. 


At the same ratio of assessed value to actual 
value as the assessed value of real estate in the 
taxing district where such bank is located generally 
bears to its actual value. The taxable value ot 
such shares of stock shall be one-fourth (%) of 
the assessed value and shall be taxed as other 
property of such taxing district. 

“A large amount of data has been ac- 


cumulated in the office of the General Coun- 


sel with reference to tax conditions in every 
state and this in due time will be moulded 
into a systematic whole and will give a 
picture of bank tax laws and conditions 
throughout the country.” 


Condition of Business 
(Continued from page 762) 


selected cities throughout the country indi- 
cate that during the past half year there 
has been practically no change in wage 
rates for unskilled labor, following a steady 
rise from April, 1922. As unskilled labor 
rates are fixed by competition in the open 
market, they are especially sensitive to 
changes in general industrial conditions. 
From the Employers’ Association figures 


the following table of average hourly wage 
rates has been prepared: 


April April October April 
1922 1923 1923 1924 
10 Eastern cities...$0.336 $0.424 $0.439 $0.436 
15 Central Western 
Te 0.330 0.401 0.426 0.423 


The Reserve Bank finds an ample supply 
of unskilled labor in its district and sees 
no discernible tendency toward higher or 
lower wage rates, which at the present level 
are close to the 1920 high point. Basic com- 
modity prices, however, are far below the 
levels reached at that time. 

Factory wage rates have also been com- 
paratively steady recently, Earnings of fac- 
tory operatives in New- York State are 
still slightly larger than a year ago, al- 
though the margin has become narrower in 
tecent months. 


Security Markets 


OVEMENTS of stock prices are taken 
by many observers as forecasting sim- 
liar fluctuations in industrial conditions. The 
rise in industrial stock averages which be- 
gan last October culminated early in Feb- 
tuary, The decline since then has offset 
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OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


THE NATIONAL 


40 Water Street, Boston 


BANCO DE PONCE 


PONCE, PORTO RICO 
Capital and Surplus: $885,000.00 


Your collections on Porto Rico should 
be handled by an efficient organization 
with an intimate knowledge of the Island. 


Correspondence Invited. 


A Desirable 
Richmond 


banking connection is 
provided bythis strong, 
progressive institution, 
with adequate capital 
and facilities to care for 
every financial need. 


AMERICAN 
National Bank 


SECURITY & SERVICE 


v liga 
Y it 
“4 Ty 


This is the 
Only Machine 


Will Protect ALL the 
Essential Parts of Your 
check—The Paying Line 
—The Payee’s Name— 
The Numerals —and 


CHECK WRITER 100 PROTECTION] 


That 


B.CAREFUL SONS 


Will Prevent Danger- 


with Automatic 
f-Inking Device 


further 
“Double 


details 
Leck System” to 


ous Two-Line Checks. 


Unless You Use This Double Lock, Syste Your | Account 


is at the Mercy of 


THE SAFE-GUARD CHECK WRITER CO., Inc. 


3 BEEKMAN ST, 
NEW YORK CITY 


The Institute Has 55,000 Members 


“LD URING the formative period its 
growth in membership was com- 
paratively slow but since the In- 
stitute idea thoroughly took root, its prog- 
ress has been rapid, said C. R. Chaney, Pres- 
ident of the American Institute of Banking, 
in the course of his report to the Executive 
Council. Perhaps the rate at which it has 
grown recently can best be illustrated by 
some comparative figures taken from Insti- 
tute records during the years 1916 and 1924. 
They are as follows: 

1916 1924 


Chapters 68 160 
Members 18,000 55,000 
Students 8,000 32,000 
Graduates 2,000 5,200 
Study Courses 2 8 
Delegates to the National 

Convention 540 1,903 


“Since the Institute’s last report to the 
American Bankers Association, nine chap- 
ters which had become inactive have been 
dropped from the roil, but thirty new chap- 
ters have been added, all of which are re- 
ported in a healthy condition. The member- 
ship. at the time of the last report was 52,- 
863. An increase of 2,299 members has 
brought this figure to 55,162. 

“Experience has shown that countrywide 
membership campaigns of the intensive sort 
have added many members whose first in- 
terest was-in the social activities of the or- 
ganization rather than in its more serious 
undertakings. Because of this the Institute 


Cashiers and 
Assistant Cashiers 


A large national investment 
banking organization has at 
this time openings for men of 
real ability in their sales or- 
ganization in the middle west. 
Bank cashiers and assistant 
cashiers by their training and 
experience are particularly well 
adapted to this field, as proven 
by several outstanding suc- 
cesses in our own organization. 
If you are over 25 years of age, 
energetic, intelligent and eager 
to work in a dignified, high 
grade business, write us giving 
history of business experience 
and education. Letter will be 
kept in strict confidence. 
Address: Box 415, this Office. 
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has worked quietly during this year in all 
chapter cities and its growth represents an 
increase in working membership which 
should be of permanent value. 

“Of the total number of members at this 
time 7,124 are women; 2,810 of them are en- 
rolled in educational classes. The participa- 
tion of women in Institute activities is rather 
new but the serious way in which they have 
approached the work has won full member- 
ship for them in a majority of the chapters. 
In many of the others they have formed 
auxiliaries which work closely with the 
men’s organizations. 

“As has always been its custom, the In- 
stitute has given its principal attention dur- 
ing this year to its educational work and 
under the able leadership of National Educa- 
tional Director Stephen I. Miller, rapid 
progress has been made. Dean Miller’s first 
effort was toward standardization of the 
work conducted by the various chapters so 
that a standard certificate might have the 
same meaning in all chapter cities. To this 
end the chapters have been asked to allow 
forty-two hours of classwork for each course. 
A thorough survey of the classwork through- 
out the country has brought in much inter- 
esting information and will form the basis 
for next year’s standard practice. Special 
attention is being given to the revision and 
rewriting of text literature. It is felt that 
the Institute texts should measure up to the 
highest standard and be kept up to date. 
With this in mind the Standard Banking text 
is now being revised and other revisions will 
follow. With the view of enlarging the In- 
stitute curriculum and furnishing another 
advanced subject for those who have com- 
pleted the standard courses, Dean Miller is 
at this time writing a text on Bonds and 
Investments which will be ready for next 
year’s classes. An outline has been com- 
pleted for a course in Trust Functions which 
will serve as a basis for a text on that sub- 
ject to be written later. 

“With the large number of chapters 
formed during the past two years, bank 
people in practically all of the larger cities 
of the country have had Institute education 
placed within their reach, but there are many 
bankers in smaller places who have been 
looking forward to something more attrac- 


tive than the ordinary correspondence 
courses which have been offered. At ifs 
mid-year meeting in January the Executive 
Council of the Institute adopted a Study 
Group plan. It provides for local instrue 
tors in cases where ten or more correspond 
ence students take the same course and wish 
to form a class. A number of these groups 
already have their work under way and the 
plan promises to bring into the Institute, 
through its Correspondence Chapter, large 
numbers of people in the country districts, 
“The quality of bank work depends, not 
only upon the knowledge which bank people 
may possess, but upon their desire to serve 
their institutions well. With its educational 
activities the Institute has always promoted 
individual initiative and preached the doc 
trine of loyalty. In the great school which 
it has built, the officer and the clerk, the 
employer and the employee have sat in the 
classes or at the forum table and, in learning 
together the things which are necessary to 
a thorough knowledge of their work, have 
come to a clearer understanding of one an- 
other. This has led to a feeling of confi- 
dence and good fellowship between them 
which is being reflected beyond the bank 
counter in better service to the community, | 
and is doing much to make the banking busi- 
ness truly a profession.” 


Condition of Business 
(Continued from preceding page) 


more than half of the advance previously 
recorded, and in the case of rubber, textile, 
shipping and leather and shoe stocks, the 
Standard Statistics Company’s averages om 
April 21 were below the lowest points of 
1921. 

The ease in money conditions toward the 
end of April was reflected in continued 
strength in the bond market. All of the 
United States Government 4% per cent series 
sold above par, and the four to six months 
certificates were quoted slightly above 3 
per cent, or the lowest since August, 1922 
Other high grade investment securities were 
firm. 
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